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TUESDAY, AUGUST 28, 1951 


Unirep States SENATE, 
CoMMITTEF ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:30 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman of the committee) 
presiding. 
Present: Senators McKellar, Hayden, McCarran, Chavez, Ellender, 
Robertson, Cordon, Saltonstall, Young, and Ecton. 


DEPARTMENT OF THE ARMY 
GOVERNMENT AND Re vier IN Occupiep AREAS 


STATEMENTS OF F. SHACKELFORD, COUNSELOR OF THE ARMY; 
BRIG. GEN. A. L. HAMBLEN, SPECIAL ASSISTANT FOR OCCUPIED 
AREAS, OFFICE OF THE SECRETARY OF THE ARMY; DR. SHER- 
WOOD FINE, ECONOMIC ADVISER TO THE SUPREME COM- 
MANDER FOR THE ALLIED POWERS, JAPAN; ARTHUR M. Mc- 
GLAUFLIN, SPECIAL ASSISTANT TO DEPUTY CHIEF OF STAFF, 
SCAP; COL. K. W. FOSTER, DEPUTY CIVIL ADMINISTRATOR OF 
THE RYUKYU ISLANDS; STUART T. BARON, DIRECTOR, FINANCE 
DEPARTMENT, UNITED STATES CIVIL ADMINISTRATION OF 
THE RYUKYU ISLANDS; JOHN P. LOOMIS, FOOD ADMINISTRA- 
TOR FOR OCCUPIED AREAS; ROBERT A. MARTINO, DEPUTY 
FOOD ADMINISTRATOR FOR OCCUPIED AREAS AND GARIOA 
COMPTROLLER; COL. J. P. HANNIGAN, CHIEF, FISCAL AND 
STATISTICAL BRANCH, OFFICE OF FOOD ADMINISTRATOR 
FOR OCCUPIED AREAS; AND COL. ROBERT OUTSEN, CHIEF, 
REORIENTATION BRANCH, SAOOA 


SUPPLEMENTAL ESTIMATE 


Chairman McKeruuar. The committee will come to order. Mr. 
Shackelford, will you proceed? 

Mr. SHacketFrorD. Mr. Chairman, I am F. Shackelford, counselor 
of the Army. I am appearing before you today in the absence of 
the Assistant Secretary of the Army, Hon. Earl D. Johnson, who is 
the Assistant Secretary primarily responsible for government and 
relief in occupied areas. Mr. Johnson is presently on the west coast. 
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AMOUNT REQUESTED 


I have with me the statement which he proposed to deliver before: 
this committee in connection with the Army’s fiscal year 1952 request 
that $27,000,000 be appropriated for funds for government and relief 
in occupied areas. With your permission, I would like to present 
this statement to your committee, and after General Hamblen, Special 
Assistant for Occupied Areas, Office of the Secretary of the Army, 
has completed his presentation, to have General Hamblen and the 
other Army witnesses with him answer any questions you may have. 

Before reading Mr. Johnson’s statement, I would like to emphasize 
that the Department of the Army for the reasons set forth in the 
Army’s reclama, all of which will be developed in detail by General 
Hamblen and others, urges you to restore the $5.2 million that the 
House cut from the requested appropriation of $27,000,000. I shall 
now proceed, with your permission, Mr. Chairman, with Mr. Johnson’s. 
statement. 

Mr. Chairman and gentlemen, your consideration and under- 
standing of our past requests for funds for government and relief in 
occupied areas has not only prevented disease and unrest in the occu- 
pied areas; it has also stimulated their industrial recovery and has. 
started the people who live there to thinking like the people of western 
democracies. The Army is proud of this work, and would like to 
carry it forward. 

HOUSE CUT 


Our request for $27,000,000 for these purposes for fiscal year 1952’ 
was reduced by the House of Representatives to $21,800,000 in H. R. 
5215 and, as you know, we have felt that it was necessary to submit 
a reclama asking that the full amount be restored. The figure of 
$27 million was arrived at only after most careful consideration; we 
feel that its approval in full is most important. 


REGULAR 1952 BUDGET 


The United States budget for 1952 as presented by the President 
last January included $150,000,000 for government and relief in 
occupied areas. The request for $27,000,000 which you are consid- 
ering today is in lieu of that estimate, and reflects the elimination of 
economic aid to Japan made possible, among other factors, by the 
payments now being made to Japan by the military under a partial 
pay-as-you-go policy. Inasmuch as pay-as-you-go is considered a 
military undertaking, its costs are not reflected in this request for 
nonmilitary purposes and Congress will in all likelihood receive a 
supplemental request from the Department of Defense to cover the 
costs being incurred by the Army, Navy, and Air Force under this: 
new policy. 

We were, until last July, receiving support for our occupational 
forces which cost Japan large sums and were, at the same time, giving 
her economic aid costing us large sums. The pay-as-you-go policy has 
been adopted to relate the two programs. Japan is thus earning her 
dollars under the new program which started July 1, 1951. In view 
of the progress made by Japan toward economic independence and a 
stable economy, expected earnings under this new policy, in addition. 
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to foreign-exchange earnings from other sources, have permitted the 
termination of economic aid to Japan. Not only has economic aid for 
Japan which totaled some $425,000,000 in fiscal year 1950 and over 
$176,000,000 in fiscal year 1951 been dropped; but the requirements 
for economic aid for the Ryukyus have been reduced by some 60 
percent over the same period. 


ECONOMIC AID TO THE RYUKYUS 


The $27,000,000 budget now before you covers essentially three 
main fields. In the first 1s $15,000,000 in economic aid to the Ryukyus. 
The amount required for this purpose has shown a steady decline for 
the 3-year period 1950-52. The second is $7,893,000 to cover the 
pay, travel, and incidental operating expenses of the civil adminis- 
tration in the Ryukyus, of the Headquarters of the Supreme Com- 
mander for the Allied Powers in Japan, and of the backstopping per- 
sonnel in the United States. A small item included in this same cate- 
gory is the pro-rata share of the United States in the staffing of the 
Allied military government organization in Trieste. 


CIVILIAN PERSONNEL 


The cessation of economic aid to Japan permits us to cut down our 
civilian personnel in that country but by no means eliminates the 
responsibility of the Supreme Commander for supervision of a multi- 
tude of Japanese activities. A strong staff will be required to perform 
these duties until such duties have been eliminated by a peace treaty. 


We believe that, in our $27,000,000 budget, we have cut the personnel 
requirement for Japan to the minimum to permit the Supreme Com- 
mander to meet his responsibilities in that area. 


REORIENTATION PROGRAM 


The third field covered by this budget is the reorientation program 
for which we are requesting $4,107,000. Our purpose under this 
program is to reorient and reeducate the Japanese and Ryukyuan 
peoples toward western democratic ideals and institutions and to give 
them an understanding of the history, culture, and accomplishments 
of the United States which will make them understand and respect 
its aims and policies. We bring local leaders and students from these 
countries to the United States for periods of study of our institutions; 
we send experts in these fields to the overseas areas for guidance; we 
furnish documentary motion pictures, books, magazines, newspaper 
and radio material and related matter for use in connection with the 
information centers, reading rooms, libraries, theaters, and the local 
press and radio. We believe that the funds spent under this program 
in the past are already paying the United States dividends and we 
strongly recommend that the amount requested for the coming fiscal 
year be approved in full. The request before you represents a 
decrease from previous programs of this sort. 

I should like to stress the fact that our $27,000,000 request has 
already been pared to what we consider the minimum for the accom- 
plishment of the missions assigned. I wish you would consider that 
previous paring when you take up our reclama for the restoration 
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of the funds eliminated by the House. When the overseas requests 
were originally consolidated with our own requirements, the draft 
budget stood at a figure well over $47,000,000. By careful scrutiny 
of every project and by slashing here and trimming there, we reduced 
this amount to the $27,000,000 requested. This Sadat as it stands 
contemplates a drastic reduction-in-force program in Japan, and our 
fear at the moment is that an orderly phase-out of the SCAP activities 
may be turned into disorderly mix-up by the proposed cut in our 
administrative funds. In the Ryukyus we have men not only super- 
vising the economic aid program but constituting the only existing 
effective central government of the islands. As rapidly as possible, 
we are training Ryukyuans to perform these functions but after 
years during which they were not allowed to govern themselves, the 
natives simply have not had time to acquire the experience and 
technical training necessary to administer the islands. 

Senator Haypen. In other words, when the Japanese occupied the 
islands, they assumed complete control, so that there was no par- 
ticipation in the government by the native people. 

Mr. SHACKELFoRD. Yes; Senator Hayden. As for the proposed 
reduction in the ‘exchange of persons” program for Japan, we trust 
that it will not be necessary to announce in Japan that we have cut 
down the number of students to be brought over during the year 
immediately after the treaty becomes effective. I believe the pro- 
gram should be carried along as planned. 

We strongly believe that the number of individuals in the Office for 
Occupied Areas here in the States for which pay is requested is the 
minimum with which we can effectively backstop the SCAP operations 
and furnish the services required by the Ryukyus until the Japanese 
treaty takes effect; thereafter a reduction should be possible. 

Senator Corpon. May I inquire as to whether your showing will 
indicate the number of backstop personnel? 

Mr. SHACKELFORD. Yes, sir. 

Senator Corpon. And identify them? : 

Mr. SHACKELFORD. Yes, sir. I will be followed by General Hamb- 
len who will go into that with considerable detail, and we have wit- 
nesses available to answer any further questions which you might 
have along that line. 

ADMINISTRATIVE COSTS 


To continue, I should like to call your attention also to the fact 
that our $27,000,000 request included an administrative ceiling of 
$8,000,000. This allowed almost no flexibility in the use of funds 
and the House reduction of this ceiling to $6,000,000 would badly tie 
our hands. It is sound planning, we feel, to keep the administrative 
ceiling well enough above the estimated costs under the administra- 
tive projects to permit flexibility in the use of such funds as the fiscal 
year progresses and requirements change. 

General Hamblen will now cover in greater detail the aspects of 
this budget in which we are all vitally interested. 

With your permission, Mr. Chairman, since his own statement will 
bring forth, | am sure, questions and figures which you may have in 
mind, I believe it would be helpful if General Hamblen could proceed 
with his statement. 
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RESTORATION REQUESTED 












Chairman McKetiar. All right General Hamblen. But before 
you proceed, without objection we will insert in the record at this 
point the statement entitled “Reclama to Reduction by House of 
Representatives of Estimates for Government and Relief in Occupied 
Areas, Fiscal Year 1952, H. R. 5215, Eighty-second Congress, First 
Session.”’ 

(The statement referred to is as follows:) 

















RecitaMA TO ReEpucTIon ry House or REPRESENTATIVES OF ESTIMATES FOR 
TOVERNMENT AND RELIEF IN OccuPpiep AREAS, FiscaL YEAR 1952 


(H. R. 5215, 82d Cong., Ist sess.) 








Bill as reported by House committee 






105 Grronriation. Soc. ee eee AG eae il alates salabdinw ok $288, 000, 000 
Shs on ei Sia bo ss nde ste ceewesacesedenceses 27, 000, 000 





eta Soin Ue Ue ac CU ekK edn wldwoeusecanlibos 21, 800, 000 







(House hearings, p. 371) 






The Department of the Army requests the following amendments: 







PROPOSED AMENDMENT 


Page 17, line 9, strike out $21,800,000 and insert in lieu thereof, $27,000,000, the 
estimate, an increase of $5,200,000 over the House approved amount. Page 17, 
line 10, strike out $6,000,000 and insert in lieu thereof, $8,000,000. 









EFFECT OF PROPOSED AMENDMENT 





The proposed amendment would have the following effect: 











Amountin | Proposed | 


al reques 
act | amendment | Tot#l request 















Japan: 













a ew $4, 185, 083 | $793, 917 $4, 979, 000 
Exchange of persons program... ..........--..----- eae 1, 396, 917 | 603, 083 | 2, 000, 000 
PRPONMMENIeNN MING, Sons tek coc. ak lawelues ¥ DBT CUO on ce 1, 207, 000 
Ryukyrs: 
ar sieseendtDg " | 12, 350, 000 | 2, 650, 000 | 15, 000, 000 
ee ck .| 1, 125, 000 | 1, 000, 000 2, 125, 000 
Exchange of persons program.__._...........-- Ficuusatl BN OON Tih on o5ic ot 300, 000 
IN CoS tS ae 8 ta wagmaes 600, 0FO |... -- 600, 000 
Office for Ocepied Areas: Administrative______._- neneenee-] 590, 000 | 153, 000 | 653, 000 
Tne Le seeane | 136, ae | 136, 000 









21, 800, 000 | 5, 200, 000 27, 000, 000 










HOUSE REPORT 








The House report outlines the following reasons for reduction in the request as 
submitted: 





Japan 

“‘Absence of funds for economic aid should lessen, more greatly than indicated, 
the need tor economic personnel. The exchange program should be restored to 
the fiscal year 1950 level.”’ 







Ryukyus 

“* * * economic aid for the Ryukyus has béen overstated, both from the 
standpoint of commodity requirements and the ability of the native economy to 
help itself. * * *” ‘For administration, “* * * while economic aid for 
the Ryukyu Islands is reduced by more than 60 percent since fiscal vear 1950 
the costs of administration and reorientation is estimated with only a 20 percent 
reduction for the comparable period.” 
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Office for Occupied Areas 

“It is believed that the reduction in this activity has not been commensurate 
with the reduction in the occupation activities serviced by the departmental 
organization.” 





EFFECT OF THE REDUCTION 
Economic aid (Ryukyus) 


The effect of the proposed reduction in economic aid funds for the Ryukyus 
would be to largely eliminate those stocks-on-hand which should be available at 
the end of the fises! vear 1952 as well as the pipeline into fiscal year 1953. Were 
no economic aid to be required in fiscal year 1953 this reduction would not be 
serious but the Rvukyu Islands have always constituted a deficit area even under 
Japanese rule. While our efforts to make the Ryukyus increasingly self-supporting 
are bearing fruit as indicated by declining requirements for economic aid all indi- 
cations are that economic aid must continue for some time beyond fiscal year 
1952. 


Administrative funds 


Japan.—The full amount requested already provides for a rapid reduction 
in the personnel of the staff of the Supreme Commander for the Allied Powers 
(SCAP). From 800 positions at the start of fiscal year 1952 this schedule calls 
for a reduction to 379 positions by the end of the calendar year 1951. This is the 
minimum number with which the Supreme Commander feels that he can supervise 
the manifold activities in Japan for which he is responsible until the peace treaty 
becomes effective. The recommended further reduction in funds could well 
turn this planned orderly liquidation into a rout or leave SCAP with inadequate 
personnel to protect the interests of both the United States and Japan. 

Ryukyus.—The proposed reduction in personnel funds for the Ryukyus amounts 
to over 50 percent of the sum requested for the pay of personnel. The positions 
for which funds are requested in the budget are for the personnel who constitute the 
actual government of the Ryukvu Islands. In addition to the supervision of the 
economic aid program this Civil Administration staff performs all of the many 
duties required in the operation of any government. Under Japanese rule the 
Ryukyuan natives were barred from all such positions and it is only under the 
American occupation that the opportunity for training for these positions has been 
opentothem. The fact remains that time has been insufficient to give the natives 
the technical and governmental training to permit them to take over the opera- 
tion of the government although they are in increasing numbers filling such posi- 
tions. The proposed reduction in funds would interfere seriously with the smooth 
transition to native government and would, we believe, largely neutralize the 
progress to date. 

Office for Occupied Areas.—The proposed reduction in the funds for this or- 
ganization which performs the stateside backstopping of SCAP activities in Japan 
and the civil administration in the Ryukyus appears premature. After the 
Japanese peace treaty has become effective a reduction is contemplated, but in 
the meantime this office must maintain liaison with the numerous governmental 
agencies in Washington regarding policies, allocations of critical raw materials, 
arrangements for procurement and shipment of economic aid supplies to the 
Ryukyus, and reorientation supplies and services to Japan and the Ryukyus. 

Administrative ceiling.—In connection with the $27,000,000 request an ad- 
ministrative ceiling of $8,000,000 was proposed. The reductions to $6,000,000 
would confirm the objectionable effects noted above (by area) and eliminate 
all fiexibility in the use of funds for those phases of the program which prove 
most.in need of support as the fiscal year progresses. It should also be noted 
that 2 months of the fiscal year have already passed and any reduction must 
be absorbed in 10 rather than 12 months. 


Reorientation (exchange of persons for Japan) 


Approximately 8,000 Japanese students make application each year to partici- 
pate in the Army-sponsored student program. United States occupation au- 
thorities in Japan are convinced that the type of individuals selected will play a 
prominent part in future Japanese affairs. Heads of the 136 participating colleges 
and universities located in 38 States are heartily in accord with the precepts of 
the program and many have stated that the number of participants should be 
increased. Each student undergoing a year of study in the United States, and 
upon return to Japan, is a potential ambassador of good will for the mutual 
welfare of the peoples of both countries. To date, their numbers only scratch 
the surface as a means which can successfully counteract anti-democratic activities 
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in the Far East. From personal interviews, observation and reports it has been 
determined that the participating students are sincerely and deeply grateful for 
the opportunity to visit and study in the United States. Records from the 
institutions attended confirm successful academic attainments, coupled with 
desired social adjustments to American ways of life. The Japanese people look 
to the United States for guidance and moral support to assist Japan in her desire 
for spiritual and physical rehabilitation. Fiscal year 1951 provided for 500 
students and it is believed that a drastic reduction in the number of student partic- 
ipants in fiscal year 1952 could be misunderstood by the Japanese people as a 
reflection upon their past and present behavior and thereby adversely affect 
existing favorable relationships. A reduction in this program coincident with 
the signing of the Japanese peace threaty conceivably could be untimely and 
might well be interpreted by the Japanese as a loss of interest on our part for the 
future welfare of Japan. 


HOUSE CUT 


Senator Rosertson. Mr. Chairman, may I suggest that when the 
general and the other witnesses analyze this request that they address 
themselves to the comment of the House in cutting off $5.2 million, 
that the House thought this fund could be distributed as follows: 
$6,780,000 to Japan and $14,375,000 to: the Ryukyus, and $500,000 
for Occupied Areas, and $136,000 for Trieste, and give us substantially 
the details as to why the allocation set up by the House would not 
be sufficient. 

Mr. SHackeuForp. Yes, sir, Senator. We have designed General 
Hamblen’s testimony along exactly that line and I believe it will 
take care of the general areas which you have in mind, sir. 

Chairman McKeuuar. All right, General. 

General Hamsuen. Mr. Chairman, gentlemen, you have before 
you the revised detailed justification of the Department of the Army’s 
appropriation request for “Government and relief in occupied areas 
for the fiscal year 1952.” Funds are requested for the support of 
reorientation activities in the Ryukyu Islands and Japan, for admin- 
istrative costs incident to these and other occupation responsibilities, 
and to continue economic aid to the Ryukyus only. 


1951 APPROPRIATIONS 


The Congress in fiscal year 1951 appropriated $288,000,000 for 
government and relief in occupied areas. The Department of the 
Army’s request for GARIOA funds for fiscal year 1952 is, however, 
limited to $27 million. This $27 million request reflects a sharp 
reduction from the costs of these same activities in fiscal years 1950 
and 1951. In fiscal year 1950, a total of $69.2 million was expended 
on those programs for which we are requesting funds this year, and 
in the fiscal year 1951 a total of $55.6 million was programed for 
these purposes. Therefore, the reduction for these continuing pro- 
grams in the period of fiscal year 1950 to fiscal year 1952 amounts 
to or million, which is approximately 51 percent over the 3-year 
period. 

Senator Corpon. Do you mean that it is the same program all the 
way through? It would occur to me, if it is, you certainly had too 
much money in 1950 and 1951. 

General Seas No, sir. You will notice I said “the funds 


with which we are doing the same jobs’’. 
Senator Corpon. That, to me, would be the same program. How- 
ever, what is it? You speak of a reduction here. 
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General Hamsien. Yes, sir. 

Senator Corvon. For the cost of the same activities. 

General HamBurn. Yes, sir. In the next few paragraphs J hope 
to cover each one of those reasons as to why it dropped down. 

Senator Corpon. If it is the same activities, why did they cost so 
much before? 

General Hamsten, I think the next four paragraphs, sir, will! clear 
it up. May we try them to see if they answer your question? 

Senator Corpon. If you want to go clear through your statement, 
I am perfectly willing to wait and start anew. It makes no difference 
to me. 

General HamBuen. I will give these next four paragraphs and 
possibly that will answer your question. 


BUDGET REDUCTIONS 


The reduction in the requirement for GARIOA funds has been due 
to a variety of factors, the most important of which are: 

(1) The completion of the GARIOA Okinawa construction pro- 
gram: The GARIOA portion of the integrated construction program 
on Okinawa includes projects which are required for the present and 
future development of the Ryukyuan economy and which incidentally 
service the needs of the occupation forces. These projects whic 
were approved 2 years ago cover rehabilitation of the harbor at Naha, 
the native fishing fleet basin in Tomari Bay, erection of warehouses, 
construction of 200 houses, and rehabilitation of 438 typhoon-damaged 
quonsets for United States personnel engaged in civil administration 
functions and their dependents, repair na widening of primary and 
secondary roads, rehabilitation of the water supply system at Wits, 
construction of a power plant and development of the electrical power 
distribution system and construction of certain buildings for United 
States civil administration (military government) purposes. 


POPULATION OF RYUKYUS 


Senator ELLENDER. General, will you tell us, if you know, whether 
or not the same number of people who occupied those islands are now 
there? In other words, has the population increased or decreased? 

General HamB.Len. The population has increased. 

Chairman McKenztar. How much is the population? 

General HamBiEeN. About 917,000. 

Senator ELLENpER. What about the housing? I notice you state 
that you built housing, warehouses, and you repaired the harbor for 
es and things of that nature. What was the condition prior 
thereto? 

General HamBuen. Practically a complete ruin by the war; that is, 
from our own bombing. The city of Naha, which is the capital, was 
practically wiped out. 

HOUSING 


Senator ELLeENDrER. And what about these 200 houses that you 
built? 

General HamBien. They are just nearing completion now. 

Senator ELLENDER. And they were to replace bombed-out houses? 
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General HamsBuLen. They were to house our own personnel which 
administer the islands. 

Senator ELLeNpER. For your own personnel? 

General HAMBLEN. Yes, sir. 

Senator ELLenpER. What about the 438 typhoon-damaged quon- 
sets? 

General HamsBien. Those are all for military occupation. 


ADMINISTRATIVE PERSONNEL 


Senator ELLeNpER. How many Americans are on the islands? 

General HamBLEN. May I give that off the record? 

Senator ELLENDER. I mean to administer the program. I do not 
care about the military end. 

Mr. SuHacketrorp. That is, excluding the military forces? 

Senator ELLENDER. Yes. 

General Hamsien. Two hundred and fifty American civilians and 
100 military personnel. 

Senator ELLENDER. How about Japanese? 

General HamBLEeN. None. 

Chairman McKertiar. You built 200 houses to house 250 
Americans? 

General Hamsien. Those houses are for the military people who 
are there, and we have more military people there than are engaged 
strictly on the occupational purposes. It includes their dependents, 
too, sir. 

Chairman McKetiar. You do not have military dependents who 
go there, do you? 

General HAMBLEN. Yes, sir. 

Senator ELLENDER. Are you doing anything with any of these funds 
to assist the military? 

General HamsBuen. Not directly; no, sir. 

Senator ELLENDER. You are providing, then, merely for the civil- 
ians, that is, American civilians, who are employed to carry on this 
work? 

General HamsBien. That is right, sir. 

Senator ELLenpeEr. As well as the military? 

General HamBueNn. That is right. 

Senator E:yenper. All right. You say you have 250 civilians and 
100 military; why so many houses? 


COST OF HOUSING PROJECT 


Chairman McKetiar. What was spent on these houses? How 
much did the 200 cost? 

General HamBLEN. I have it here, sir. 

Senator Corpon. Has anyone of your group been there? 

General Hamsuen. Yes, sir. Colonel Foster was there and just 
came in this morning. 

Senator Corpon. Very well. 

General HamBLEN. The bouses are family type, 200 units, and the 
estimated cost is $3,591,142. 

Senator McCarran. To be constructed where, please? 
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; nae HamBuen. In Okinawa, near Naha, the capital of the 
slan 

Senator ELLenper. That is for the civilian group operating this 
program? 

General HamMBLEN. Yes, sir. 

Senator ELLENDER. That has nothing to do with the military? 

General Hamsuen. No, sir. 

Senator Roserrson. That would figure to about $17,006 per house, 
would it not? 

Senator Corpon. About $18,000, I think. 

Senator McCarran. That is for ‘the GARIOA program? 

General HAMBLEN. Yes, sir. 

Senator Corpvon. What kind of houses are you building over there 
that cost $18,000 apiece? 

Chairman McKe.iar. What material are they built of? 

Colonel Fostrr. They are built of concrete block with a concrete 
floor, sir. 

Senator Corpon. Where do you get the concrete blocks? 

Colonel Foster. They are manufactured right there. 

Senator Corvon. With local labor? 

Colonel Foster. Yes, sir. 

Mr. SuHacketrorp. Mr. Chairman, this is Colonel Foster speaking 
now, who is the Deputy Civil Administrator of the Ryukyu Islands. 

Chairman McKe tar. Very well, thank you. 

Senator ELLENDER. You say this is to care for the civilian people in 
charge of this operation, and the number of civilians is 250? 

General HamBien. That is right, sir. 


QUONSETS CONSTRUCTED FOR RENTAL INCOME PURPOSES 


Senator ELLeNpER. What are these 438 Quonsets used for? 

General HamBien. The total is put together in order that we may 
be able to rent some of the houses to make some money for the Okinawa 
government. 

Senator ELLENDER. Who put up the Quonsets originally? 

Senator McCarran. I do not quite understand that. Will you 
kindly say that again? 

General Hamp.en. We hope by constructing these extra quarters 
to rent them to the military people who are there and thereby get a 
dollar income for the Government of the Ryukyu Islands. 

Senator ELLENDER. Who put up the money originally to build these 
quonsets? 

General Hampien. The reconstruction of the quonsets was with 
the GARIOA funds. 

Senator ELtenper. And you are on a building program now and 
you hope to turn that over to the Government so they can in turn rent 
to the military? 

General Hamsien. That is right, sir. 

Senator ELLenpER. What authority do you have to do that? 

Chairman McKetuar. Is there any law? 

General HamBuien. Yes, sir. 

Chairman McKetiar. What is the law? 

General Hamsuen. I cannot quote it, sir. 

Chairman McKeg.iar. Can you give it to us? 
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Mr. SHACKELFORD. We will furnish that for the record, sir. 
Chairman McKe tar. It will be placed in the record. 
Mr. SHACKELFORD. Yes, sir. 

(The information referred to is as follows:) 


Hovusine IN OKINAWA 


Typhoon “Gloria” which struck the Island of Okinawa in July 1949 caused 
serious destruction to houses and property. This was in addition to the heavy 
destruction caused by the war which not only destroyed many towns and villages 
but wrought havoc to the economy of the Ryukyuan people. Under Secretary 
of the Army Tracy 8S. Voorhees visited Okinawa in September of that year to 
determine the best manner in which GARIOA funds could be utilized in the 
Ryukyus so as to bring about economic recovery in the islands as distinguished 
from a program of furnishing only relief supplies as was the case since the occu- 
pation of the islands. 

In order to cope with the emergency for providing suitable housing for United 
States personnel and at the same time for initiating an economic-recovery pro- 
gram, one of the first steps was to take any of the buildings damaged by the 
typhoon which were not fit for human habitation, declare them surplus to the 
Army and turn them over to the Ryukyuan military government (now United 
States civil administration) so that they belonged to the Okinawan economy. 
The GARIOA program was modified so that these buildings would be rehabili- 
tated out of GARIOA funds. Four hundred and thirty-eight quonsets are 
currently rehabilitated at an estimated cost of $3,161,000. 

In addition the Nold Mission in its report of November 1949, approved by 
CINCFE and the Department of the Army, recommended 200 new dwellings 
(typhoon resistant). hese houses are being constructed with GARIOA funds 
at an estimated cost of $3,591,000. 

It should be pointed out that these houses, when completed, are to be turned 
over to the Ryukyuan economy through the Okinawa Housing Corp. They are 
being constructed and rehabilitated primarily to house United States personnel 
(military and civilian) employed by the United States civil administration in 
carrying out civil government activities. These houses are not being constructed 
or rehabilitated with GARIOA funds for strictly military purposes since we 
would consider this action to constitute an illegal use of the funds. 

The justification for the use of GARIOA funds is that these dwellings can be 
rented to our military personnel for an amount equivalent to the commutation of 
quarters and, therefore, will furnish dollar income to the Ryukyuan economy 
which will reduce the need for relief appropriations. United States civilians 
employed by the United States civil administration are to be furnished housing 
free under existing contracts of employment. 

The authority for the use of GARIOA funds for construction purposes is 
contained in the wording of the appropriation, as set forth in Public Law 793, 
Eightieth Congress, Public Law 327, Eighty-first Congress, and Public Law 759, 
Highty-first Congress. All of these laws state as follows under the GARIOA 
heading: 

“* * * expenditures may be made hereunder for the purposes of economic 
rehabilitation in such occupied areas in such manner as to be consistent with 
the general objectives of the Economic Cooperation Act of 1948, as amended.” 
It is believed that no specific authorization of law is needed for the type of 
construction performed under this appropriation, since the need for such public 
works authorization applies only to those public works intended for United 
States purposes. It is obvious that economic rehabilitation in the occupied areas 
could not be carried out successfully without utilizing funds for the construction 
and rebuilding of industrial facilities, harbor and power works, and certain types 
of housing. it was necessary to use these methods, as well as all others at our 
command, to speed economic recovery in the occupied areas in order to remove the 
burden from the American taxpayer at the earliest possible time. A further 
problem arose in connection with the need of acquiring dollar exchange whereby 
the occupied areas could import necessary supplies and equipment, and it was 
found that this could be accomplished by erecting apartments to be rented by the 
occupied government to United States military personnel. 

A further indication of congressional recognition of the use of these funds for 
construction is provided by the fact that the wording of the appropriation states 
that expenditures may be made outside the continental United States without 
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regard to sections 1136 and 3734, Revised Statutes, which place certain limitations 
upon the use of funds for construction purposes. This would seem to constitute 
an implied recognition of the authorized use of the appropriation. 

The fiscal year 1951 GARIOA budget request submitted to both the Bureau 
of the Budget and the Congress contained the following statement: 

“The (construction) program being carried forward in the Ryukyus during the 
current fiscal year includes such activities as the dredging of Naha Harbor and 
the enlarging of harbor facilities, the rehabilitation and expansion of public water 
facilities, the construction of electric-power facilities, the repair of damaged 
buildings declared excess to military needs and which can be rented to United 
States personnel, the rehabilitation of the brick and tile industry, the repair and 
rebuilding of primary and secondary roads, and the reequipping of numerous 
small consumer goods industries.” 

A discussion concerning the use of GARIOA funds as between Japan and the 
Ryukyus is contained in the testimony of the Honorable Tracy 8. Voorhees, then 
Under Secretary of the Army. This testimony appears in the hearings—foreign 
aid appropriations for 1951—before the Committee on Appropriations, United 
States Senate, Eighty-first Congress, beginning on page 537. Similar testimony 
appears in the hearings on foreign aid appropriations for 1951 before the sub- 
committee of the Committee on Appropriations, House of Representatives, 
Fighty-first Congress, beginning on page 544. 

In addition, as Mr. Voorhees pointed out in his testimony, the building of 
houses in the Ryukyus was fully disclosed to a special subcommittee of the House 
Appropriations Committee, headed by the Honorable W. F. Norrell, which visited 
the Far East in the fall of 1949. The results of that trip, including the Ryukvus, 
ape contained in are port-of the subcommittee to the chairman of the Committee 
on Appropriations dated January 16, 1950. 


TOTAL COSTS OF HOUSING PROJECTS 


Senator ELtenper. Will you tell us what the entire cost of these 
projects that you intend to rent to the military will be? 

General Hamsuien. We will rent the difference between 

Senator ELLeNpER. No; I mean what was the cost originally, and 
the cost to repair them? You say you are repairing them to be able 
to rent them. How much did all that cost? 

General HamsB.LeENn. I do not know, sir. 

Senator ELtenper. Can you get that information? 

General Hams.en. Yes, sir. 

Senator ELLtenper. I would like to get your authority for doing 
this, too. 

General Hams.en. Yes, sir. 

(The information referred to is as follows:) 





t. Inrt1aL Cost or THE Quonset Huts To Be REHABILITATED ON OKINAWA 


These Quonset huts were procured by the Navy during the last war, transported 
to Okinawa on naval transports and erected by troops. Factual information, 
therefore, on the cost of the Quonset huts erected in place is not available. It is 
estimated that the initial procurement cost at the factory was $1,500 for the austere 
Quonset without interior finish or partitions and without plumbing. Transporta- 
tion costs to Okinawa per unit are estimated at $350. Erection costs per unit 
are estimated at $1,500. This results in a total estimated cost of $3,350 per unit 
erected in Okinawa. These are based on prices prevailing during World War II, 


2. Cost or GARIOA Houstne 


The following data is in reference to the cost of GARIOA housing: 


(a) New construction of 200 units: 
(1) Present estimated cost, each without utilities. _.......______- $13, 050 
(2) Original estimated cost, each without utilities_._._...._....___- 22, 600 


Original estimates were based upon costs of construction in a relatively small 
program before any bids from Japanese contractors were received. Present pro- 
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gram contains a large number of units and makes maximum utilization of local 
or Japanese labor and materials. 


(b) Rehabilitation of 438 Quonset huts: 
(1) Actual over-all cost, including furniture, equipment and utilities. $7, 200 


(2) Actual cost without furniture, equipment, and utilities_________ 4, 700 
(3) Original estimated cost without furniture, equipment, and utili- 
a a a au nmi we we we 3, 500 





Difference between estimates and actual cost_____________ 1, 200 


The difference between the estimates and the actual cost was due to two princi- 
pal factors: unanticipated increase in costs of materials resulting from the Korean 
operations and determination that the design upon which the earlier estimate was 
based would not provide a fully typhoon-resistant. structure. 


3. AUTHORITY 


The justification for the use of GARIOA funds is that these dwellings can be 
rented to our military personnel for an amount equivalent to the commutation 
of quarters and, therefore, will furnish dollar income to the Ryukyuan economy 
which will reduce the need for relief appropriations. United States civilians 
employed by the United States civil administration are to be furnished housing 
free under existing contracts of employment. 

The authority for the use of GARIOA funds for construction purposes is 
contained in th® werding of the appropriation as set forth in Public Law 793, 
Eightieth Congress; Public Law 327, Eighty-first Congress, and Public Law 759, 
ron to Congress. All of these laws state as follows under the GARIOA 
heading: 

‘* * * expenditures may be made hereunder for the purposes of economic 
rehabilitation in such occupied areas in such manner as to be consistent with the 
general objectives of the Economic Cooperation Act of 1948, as amended.” 

It is believed that no specific authorization of law is needed for the type of 
construction performed under this appropriation, since the need for such public- 
works authorization applies only to those public works intended for United 
States purposes. It is obvious that economic rehabilitation in the occupied 
areas could not be carried out successfully without utilizing funds for the con- 
struction and rebuilding of industrial facilities, harbor and power works, and 
certain types of housing. It was necessary to use these methods, as well as all 
others at our command, to speed economic recovery in the occupied areas in order 
to remove the burden from the American taxpayer at the earliest possible time. 
A further problem arose in connection with the need of acquiring dollar exchange 
whereby the occupied areas could import necessary supplies and equipment, and 
it was found that this could be accomplished by erecting apartments to be rented 
by the occupied government to United States military personnel. 

A further indication of congressional recognition of the use of these funds for 
construction is provided by the fact that the wording of the appropriation states 
that expenditures may be made outside the continental United States without 
regard to sections 1136 and 3734, Revised Statutes, which place certain limitations 
upon the use of funds for construction purposes. This would seem to constitute 
an implied recognition of the authorized use of the appropriation. 

The fiscal year 1951 GARIOA budget request submitted to both the Bureau 
of the Budget and the Congress contained the following statement: 

“The (construction) program being carried forward in the Ryukyus during the 
current fiscal year includes such activities as the dredging of Naha Harbor and 
the enlarging of harbor facilities, the rehabilitation and expansion of public water 
facilities, the construction of electric-power facilities, the repair of damaged 
buildings declared excess to military needs and which can be rented to United 
States personnel, the rehabilitation of the brick and tile industry, the repair and 
rebuilding of primary and secondary roads, and the reequipping of numerous 
small consumer-goods industries.” 

A discussion concerning the use of GARIOA funds as between Japan and the 
Ryukyus is contained in the testimony of the Honorable Tracy 8. Voorhees, then 
Under Secretary of the Army. This testimony appears in the hearings “Foreign- 
Aid Appropriations for 1951,” before the Committee on Appropriations, United 
States Senate, Eighty-first Congress, beginning on page 537. Similar testimony 
appears in the Hearings on Foreign-Aid Appropriations for 1951 before the Sub- 
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committee of the Committee on Appropriations, House of representatives, 
Eighty-first Congress, beginning on page 544. 
In addition, as Mr. Voorhees pointed out in ‘his testimony, the building of houses 
in the Ryukyus was fully disclosed to a special subcommittee of the House Appro- 
riations Committee headed by the Honorable W. F. Norrell, which visited the 
ar East in the fall of 1949. The results of that trip, including the Ryukyus, are 
eontained in a report of the subcommittee to the chairman of the Committee on 
Appropriations, dated January 16, 1950. 


REPAIR COSTS TO REHABILITATE HOUSING PROJECTS 


General HamBien. These Quonsets were abandoned by the Army 
after they were ruined by a couple of hurricanes as not economically 
repairable. 

Senator ELLENDER. How is it economically repairable for you 
to do it? 

General HAMBLEN. heii we are able to do it over a period of 
years with native labor and do it over a period of years when the 
military could not do that. 

Senator ELLENpDER. Did the Army make any attempt to salvage 
any part of these Quonsets? 

General Hamsien. They salvaged those which they considered 
economically repairable for their own use. 

Senator ELLenper. Can you tell us what the cost of these repairs 
was? If you do not have it now, I would like to have it for the record. 

General Hampien. Yes, sir; I think we can furnish that. 


REHABILITATION COSTS OF QUONSET HOUSING 


Senator Corpon. You should have the figures with you. How 
can you come in and say you want $27,000,000 if vou do not know 
what you want it for? It is utterly ridiculous to me. 

General HampBen. The rehabilitation of the 438 Quonset huts is 
$3,161,652. 

Senator McCarran. For how many Quonsets? 

General Hamsien. Four hundred and thirty-eight. 

Senator ELLENDER. That is about $10,000 apiece. How [many 
people will live in one Quonset? j 

General Hampien. A family. 

Senator ELttenper. And you expect to collect enough rent from 
that to run the government, you say? ‘ 

General HamsBen. It will help. We hope to make a 4- or 5-percent 
profit on our investment over a period of years. 

Senator ELLENpDER. How long do you expect to run this project 
out there with American capital? 

General HamBien. We will have to run it indefinitely, sir. 

Senator ELuenper. Indefinitely? 

General HamBLeN. Yes, sir. We propose to keep the Ryukyus as 
a military base. 

Senator ELLENDER. Do you mean to say that these 200 dwellings, 
that cost $18,000 apiece, to house these civilians, you expect to operate 
indefinitely? 

General HamBien. Yes, sir. 

Senator Hayprn. As I understand it, Mr. Chairman, it is of great 
strategic advantage to the United States to control these islands, 
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because they are a place from which the mainland of Asia can be 
easily bombed. ‘That is the reason why we hold them. 

Senator Corpon. Incidentally, a spot that is easily bombed from 
the mainland of Asia. 

Senator Haypen. All I know is that it was testified before this 
committee that we should not give up the advantage that we have 
on the islands. 

Chairman McKeuiar. Have you a bombing station on there? 

Mr. SHACKELFORD. Yes, sir, and we have planes there now. 

Senator Extenper. Mr. Chairman, I understood that the military 
was going to take charge, and not the civilians. Why have two 
agencies taking care of it? I can well understand if the military take 
charge. 

Chairman McKetuiar. I do not know, Senator. I hope these 
gentlemen can answer. 
~ Senator Extenper. I thought the military were going to establish 
that. Now you want to operate it by the civilians. 

Senator McCarran. But the military has to have civilians. 

General Hampien. The civilians are military employees, sir. 


ECONOMIC AID TO NATIVE POPULATION OF RYUKYUS 


Senator ELLeNpER. I am talking about the people living there, 
the Japanese. You have a big population there. Do you expect to 
maintain them and keep them up and supervise them for years to 
come? 

Chairman MeKgiiar. And feed, clothe, and house them? 


General HamsBuen. To the extent necessary; yes, sir. 

Chairman McKe.uar. It costs a good deal to feed and clothe a 
million people. Are you feeding and clothing them, too? 

General HamsBien. We are providing economic aid which provides 
a great deal of food; yes, sir. 

Chairman McKetiar. You give them food? What do they do? 
Do they just eat our food and do no work? 

General HamsBuen. No, sir. The amount of food we furnish them 
is the difference between what they can earn themselves and what is 
required to maintain them. The Ryukyus have always been a 
deficit economy even when they were under Japan. Japan had to 
put money in there to maintain them. 

Chairman McKeruiar. They maintained themselves for a long, 
long time; did they not? 

Mr. SHackexrorp. Mr. Chairman, the Japanese continually, during 
the years preceding World War II, had to furnish the Ryukyu Islands 
economic assistance and aid. 

Chairman McKautwar. I wish you would find out the amount of it; 
that is, for any one year or for the last 10 or 15 years. 


JAPANESE PEACE TREATY PROVISION 


Senator SatronstaLy. Mr. Chairman, is it not true that these 
islands under the new proposed Japanese treaty, to be signed next 
week, are put under our trusteeship and we are presumably going to 
occupy Okinawa for an indefinite period of time as a military aid to 
ourselves? 
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General HamsBuen. That is correct. 

Senator SaLronstaLL. And under the Japanese treaty we will be 
responsible for the Ryukyu Islands. 

Chairman McKe.uar. There are a little less than a million people 
there. Does that mean we feed and clothe and house them for all 
time? 

Senator Sa.ronstauu. I cannot testify, Mr. Chairman, but I under- 
stand those iv.ands have never been self-supporting. 

Mr. SHack«.rorp. That is right. 

Chairman McKettar. I wish you would find out what Japan has 
contributed and let us know. 

Mr. SHACKELFORD. Yes, sir. 

(The information referred to is as follows: ) 


Foreicn TrapeE—Ryvuxtyus 


The imports of the Ryukyu Islands consistently exceeded exports prior to the 
war. A visible trade deficit of about $3 million prevailed. Expressed in current 
price levels, the trade deficit was about $7 million. The adverse trade balance 
was made up by the remittances from Ryukyuans abroad and various expendi- 
tures made in the Ryukyu Islands by the Japanese Government. The main 
items of import were manufactured goods and rice, while sugar, silk, katsuobushi, 
and phosphates constituted the major export items. Accurate statistics relative 
to foreign trade are not available, since the Ryukyu Islands were an integral part 
of Japan. 


EMPLOYMENT OF NATIVE LABOR 


Senator ELLenprerR. I understood that many of the Japanese were 
hired locally by the military. Am I correct? 

General Hamsien. That is right, sir. They are not Japanese be- 
cause the Japanese largely have “been sent back to Japan. They are 
native Okinawans. We are employing 64,000 right now. That is one 
of their means of earning dollars. 

Senator McCarran. Are they Polynesians? 

General HamMBLEN. Yes, sir, they are Polynesians: 

Chairman McKetiar. How many did you say you employed? 

General Hampien. About 60,000. 

Chairman McKe.triar. What do they do? 

General Hamsien. Most of them are working on the military con- 
struction program. That is how they earn the dollars we do not have 
to give them. 

Senator McCarran. That consists of the air fields and military 
establishments? 

Mr. SHACKELFORD. Yes, sir. 

Senator Youna. What is the average pay? 

Colonel Foster. The pay on the average is $20 to $25 per month. 


HOUSING PROGRAM 


Senator Younc. Then why, does it cost $17,000 or $18,000 to 
build a house if you get labor for $20 to $25 a month? 

Colonel Foster. If 1 am permitted, Mr. Chairman, I would like to 
go back to the question on housing. 

Chairman McKe tar. I wish you would. 

Colonel Foster. Public Law 793 authorized the rehabilitation—— 

Senator McCarran. What was the date of that act? 

Colonel Foster. 1950, sir. 
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Senator Sautonstatu. Might 7] ask this question in connection 
with that, Colonel? Two years ago we authorized emergency housing 
on Okinawa and in Alaska. That was the only housing we did 
authorize in the supplementary bill, if my memory is right. Do you 
remember how much it was? It was $40 million, was it not? 

Colonel Foster. I do not remember what it was, but it did not 
apply to the Okinawa and Ryukyu Islands’ GARIOA program. 

Senator SaALTonsTaLuL. I have been informed it was $58 million. 
Was that not to Okinawa? 

Mr. Martino. That was Okinawa and Alaska. 

Senator SALTONSTALL. That is what I understood. 

Mr. Martino. Yes, sir. 

Senator SALTONSTALL. Has that been spent? 

Mr. Marttno. So far as I know, it has been obligated. 

Senator SALTONSTALL. How much went to Okinawa—$40 million, 
was it not? 

Mr. Martino. Roughly $40 million. 

Senator SALTONSTALL. So this housing program today is in addition 
to that $40 million that we put in Okinawa a year and a half ago for 
emergency housing, is that correct? 

Mr. Martino. Yes, sir. 

Senator SarronsTauu. And that came as a result of the hurricanes? 

Mr. Martino. Yes, sir. 

Senator CHavez. Can we get a report of the results of the expendi- 
ture of that $40 million? 

Senator SauronsTaLy. That is what I am trying to find out now, 
Senator Chavez. 

Mr. SHACKELFORD. Colonel Foster, would you please proceed with 
your testimony on this particular point? 

Chairman McKe iar. Just one minute, please, sir. You are not 
in control of the committee. I beg your pardon, but we will ask 
such questions as we want. We want some information. I hope vou 
will permit it to be done, and I hope you will forgive me for calling 
your attention to a very improper statement. 

Mr. SHACKELFORD. Excuse me, sir. 

Chairman McKe iar. Are there any other questions that you 
would like to ask, gentlemen? 

Senator McCarran. I would like to have the officer down there 
proceed to tell us about the housing. 

Chairman McKetuar. I would, too. 

Senator ELLenpER. I wonder if you would start with the $4C 
million program that the gentlemen stated was started 2 years ago. 

Senator Corpon. Mr. Chairman, I wonder if we could get a general 
and orderly presentation of this proposition? Here is a building 
program running into millions and millions of dollars. Certainly 
someone was in charge of that program. Somebody must have the 
information with reference to the estimates that were necessary in the 
first instance, with a description of the type and class of the buildings 
that were constructed, information with respect to the cost of the 
materials that went into it, the cost of the labor that was used. And 
now that the money has either been spent or the gentleman said 
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obligated, at least, let us know the extent to which progress has been 
made in the expenditure of it. Up to now we are dealing in glittering 
generalities. Let us have something that is comprehensive and 
follows an orderly line of presentation. 

Chairman McKetuar. Have any of you gentlemen been in these 
islands? 

Colonel Foster. Yes, sir, I am stationed there. I live there. 

Chairman McKetuar. Will you tell us about it? 


AUTHORIZATION TO EXPEND FOR HOUSING PROGRAM 


Colonel Foster. I was here when this authority in Public Law 793 
was made. The law is Public Law 793 of the Eightieth Congress, 
and the specific language is on page 4, wherein the statement is made 
that the expenditures may be made hereunder for the purposes of 
economic rehabilitation in Japan, Korea, and the Ryukyus in such 
manner as to be consistent with the general objectives of the Economic 
Cooperation Act. 

The $40 million referred to was part of a $58 million appropriation 
that Mr. Voorhees obtained. Specifically. to answer the gentleman 
across from me as to the breakdown in the cost of labor, material 

Senator Corpon. Let us not go into that for a minute. You got 
$40 million for three different areas. How much was allocated to 
Okinawa and the Ryukyus? 

Chairman McKetiar. And how much have you on hand now? 

Colonel Foster. Of the $58 million referred to by Mr. Martino, 
$40 million was for the housing program on the Ryukyus Islands, and 
specifically on the island of Okinawa. 

Senator Corpon. All right. We have an asset, to begin with, of 
$40 million. You are charged with that amount. What have you 
done with it? 

Colonel Foster. There are two parts to the housing program, sir. 
One has been referred to as the rehabilitation of Quonsets. The things 
I am saying now are all in the record. The 438 houses were in such 
poor condition that the Army could not maintain them, they did not 
have the funds to reconstruct them as the result of typhoons Gloria 
and Libby. They were in what we call a “salvage” condition. Mr. 
Voorhees presented the proposition whereby the Army would turn 
the houses over to the then military government——— 

Senator ELLENDER. Who is Mr. Voorhees? 

Colonel Foster. He was the Under Secretary of the Department of 
the Army at the time, sir. The military government, referring again 
to the $40 million, no part of that was for the rehabilitation of these 
438 Quonsets. 

Senator Corpon. How much is for their rehabilitation? You are 
requesting here enough to spend $7,000 on each one. 

Colonel Foster. We are not requesting funds for their rehabilita- 
tions, sir. 

Chairman McKetiar. What are you requesting it for, then? 

Senator Corpon. That is what your statement says. 

General HamBuen. No, sir; no funds are requested in 1952 for the 
rehabilitation of Quonset huts. 

Chairman McKe .uar. I want to know what this $27 million is for. 
Can you tell us? Just answer the question: What is it for? If it is 
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for houses, say so; if it is for cleaning up, say so; if it is for giving to our 
own employees, say so. Just tell us the facts. We like to know the 
facts. 

Senator Cuavez. Mr. Chairman, before they get to that, I want to 
follow Senator Cordon’s statement there. They have $40 million 
and they have been talking about four-hundred-some-odd houses. 

Senator Corpon. Four hundred and thirty-eight Quonsets and 
two hundred new units, the total representing an expenditure of 
$6,700,000 in round numbers out of $40 million. 

Senator Cuavez. As a member of this committee, I would like to 
know what was done with the $40 million. 

Senator Corpon. That is right. Thirty-three million dollars is 
to be accounted for. 


CONSTRUCTION PROGRAM 


Colonel Foster. The balance of that money, principally obligated, 
will be expended for the construction of the Naha electric power plant, 
the Naha city waterworks. They will be the property of the Ryukyuan 
Government. 

Senator Corpon. How much for the power plant? 

Colonel Foster. I do not have the breakdown on that. 

Chairman McKe tar. They do not even belong to them. 

Senator Haypen. Our government is the Ryukyuan Government. 
We control them. 

Chairman McKetuar. We do not own them. 

Senator Haypen. They are mandated to us under the treaty. 

Chairman McKettiar. They have not been mandated yet. The 
treaty has not been signed. 

Senator SavrronstaLut. Mr. Chairman, the gentleman behind you 
could give you the information. 

Chairman McKe tar. In so far as I am concerned, anybody can 
give it. We would like to have the information. 

Colonel Foster. Mr. Martino can give you the information, sir; 

Chairman McKetuar. I would like to have him tell us. 

Mr. Martino. Gentlemen, may I clarify the point? 

Chairman McKettiar. Yes. Will you give your name, please? 

Mr. Martino. My name is Robert Martino; I am Deputy Food 
Administrator for the Office of Occupied Areas. 

Senator Cuavez. For how long? 

Mr. Martino. Since 1948. 

Senator Cuavez. How long have you been with the Government? 

Mr. Martino. Twenty-eight years; 15 years with the National 
Bureau of Standards. I have been 2 years with the National Re- 
covery Administration, 2 years with the War Production Board, 
4 years in military service, 2 of which were overseas, and 5 years as 
a civilian in the Department of the Army. 

Senator Cxavez. Allright. In what detail overseas in the military 
service? 

Mr. Martino. I was civilian supply officer in Italy. In_ those 
days I was requisitioning civilian supplies for the Italian population. 


nator Cuavez. All right. Tell us what you did with the $40 
million. 


88249—51——-7 
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Mr. Martino. Yes, sir. The $40 million referred to here, gentle- 
men, is a military appropriation as distinguished from military gov- 
ernment. That appropriation is being administered by the military, 
the Army, and the Air Forces. 

Senator McCarran. Right there, was not that $40 million a part 
of the $55 million? 

Mr. Martino. That is right, sir. 


EXPENDITURE AUTHORITY FOR GARIOA FUNDS 


Senator McCarran. Was not GARIOA appropriated as follows: 


The expenditure may be made hereunder for the purposes of economic rehabili- 
tation of Japan, Korea, Ryukyus, in such manner as to be consistent with the 
general objectives of thé Economic Cooperation Act of 1948. 

Mr. Martino. Yes, sir. 

Senator McCarran. That is the GARIOA? 

Mr. Martino. Yes, sir. 

Senator McCarran. GARIOA was to be administered under 
arrangements whereby the respective governments would enter into 
a cooperative agreement. Now, what government was there in that 
island that could enter into any cooperative agreement? Can you 
tell me that? ; 

Mr. Martino. There was no government, sir. 

Senator McCarran. Then there was no cooperative agreement. 

Mr. Martino. No, sir. 

Senator McCarran. Then, by what authority, it being appro- 
priated to be expended under the E@A, was it expended, please? 

Mr. Martino. I have a statement here, sir, I would like to present. 

Senator McCarran. Just answer my question, please. 

Mr. Martino. The authority for the use of GARIOA funds for 
construction purposes—— 

Senator McCarran. I know what that is. I understand what that 
is. But here you have a territory that has no government. GARIOA 
funds were to be expended in the Asiatic territory the same as in 
Europe under the same conditions; is that not right? 

Mr. Martino. That is right, sir. 

Senator McCarran. In other words, under ECA. All right, now, 
ECA could only proceed where a government entered into the coop- 
erative agreement. What government was there in this instance 
that could enter into a cooperative agreement? 

Colonel Foster. May I answer that, Mr. Chairman? 

Senator McCarran. Yes, sir. Anybody may answer it. 

Colonel Foster. The restriction on our expenditure out there, sir, 
is that we must spend our money in such manner as to be consistent 
with the general objectives of ECA, which is to improve the economic 
situation in a particular country. The government of the Ryukyus 
was the United States military government, and still is, although we 
have been directed to set up a central government, which we are now 
doing. We think that that government will be elected next spring. 
But our restriction was only that we should be consistent with the 
general objectives of the ECA, which is to improve the country in 
which the funds are expended. That is what we have done, sir, 

Senator McCarran. But, under ECA there had to be a cooperation 
between our Government and our authorities and the country that was 
to be aided. 
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Colonel Foster. That is correct. 

Senator McCarran. There was no government in this territory, 
was there? 

Colonel Foster. That is correct, sir. 

Senator McCarran. Tell me how you got along. 

Senator Corpon. Senator, there is a proviso in the act that goes to 
the point. It appears about the middle of the page and states: 
Provided further, That expenditures may be made hereunder for the purposes of 
economic rehabilitation in Japan, Korea, and the Ryukyus, in such manner as to 
be consistent with the general objectives of the Economic Cooperation Act of 1948. 

That would indicate that they considered the areas there somewhat 
different than they did from those areas where they had an established 
civil government. 

Senator Cuavez. Even if they had the authority, and I believe they 
did, I would like to know how thy sy used that authority and what they 
did with the $40 million. 

Senator McCarran. That is another question. 

Chairman McKe tuar. The colonel said that he thought he could 
tell us. 

Colonel Fostmr. Mr. Martino was to read the answer in detail as 
to where the $40 million went. 

Senator Corpon. Please let us get the basic information here. 
There is $40 million that is appropriated here, or provided for in this 
act for the Department of Army, civil functions, government and 
relief in occupied areas. Was that money credited to some specific 
account for GARIOA in the first instance? Someone ought to know 
something about this. 

Senator McCarran. Who can answer that? 

Senator Cuavez. We know we have the law and the appropriations. 
Now what happened to the money? 

Mr. Martino. We are talking about fiscal year 1950, are we not? 

Senator Cuavez. Whatever we are talking about. We are talk- 
ing about the $40 million that you boys got and what you did with it. 

Mr. Martino. I can give it to you for 1951. 1951 was $39,732,000. 

Chairman McKeuuar. We will not bother with that until you get 
through with the $40 million. We want to find out what you did 
with the $40 million first. 

Senator Corpon. We know about the money. We want to know 
what was the procedure, the mechanics of setting the money up, who 
had the direct authority for expending it in the areas where it was to 
be expended. 


NAMES OF PERSONS WHO EXPENDED GARIOA FUNDS 


Chairman McKe.uiar. What was the name of the man who ex- 
pended it? It must have been done by some person. The Depart- 
ment just cannot do it without the action of a person. 

Senator McCarran. Mr. Martino says he had to do with it, Mr. 
Chairman. 

Chairman McKetuar. All right, Mr. Martino, if you have the in- 
formation, we would be glad to have it, or from any of you. 

Colonel Foster. In answer to your question, sir, the money was 
appropriated to the Department of Army. Through the Comptroller 
of the Army the money was allocated to the various fields, Japan and 
the Ryukyus. 
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Senator Cuavez. Have you a breakdown of that? 

Senator Corpon. Pardon me for a minute, please. When it was 
so allocated to these various areas, it certainly was not allocated for 
expenditure for military purposes. It was for rehabilitation in the 
areas. Did you have and do you have in the several areas a division 
of the Army whose sole obligation is the handling of these funds under 
GARIOA title? 

Colonel Foster. We do, sir. 

Senator Corpon. Who is in charge of it for the Ryukyus? 

Colonel Foster. The comptroller of the Ryukyus command. 

’ a McKetuar. Who is he? We want to know the indi- 
vidual. 

Colonel Fosrrer. By name he is Colonel Bigby. 

Senator Corpon. e comptroller, then, had authority with respect 
to the custody of the funds and their disposition. Can you tell the 
committee whether the engineering aspects and construction aspects 
of this program were handled by an independent agency or by the 
military, and if by the military, by the Corps of Engineers? 

Colonel Fostmr. Yes, sir; I can. Most of the money for construc- 
tion was handled by a district engineer of the Far East Command. 

Chairman McKeuuar. Who is he? 

Colonel Foster. He is Col. Tom Lane. 

Senator Corvon. Was the construction program set up and planned 
by the Engineer Division of the Army? 

Colonel Foster. Yes, sir, it was. He let the contracts for the con- 
struction and supervised all of the construction with his inspectors. 


CONSTRUCTION CONTRACTS 


Senator Corpon. Now, you mentioned contracts. That raises 
the next question. Was this construction by contract or by force 
account under the direction and control of the Corps of Engineers? 

Colonel Foster. It is under both, sir; under his supervision. Some 
of it is force account and some of it is straight contract. 

Senator Corpon. When it is let by contract is that to local contrac- 
tors or contractors from the United States? 

Colonel Foster. Initially it was entirely to contractors from the 
United States because there were no local contractors. At the present 
time we have a number of them that have been developed as a result 
of this program. There are also Japanese contractors working on this 
program. 

Senator Corpon. I note in the statement here that much of your 
material supplies came from Japan. The prices in Japan are much 
lower than they are in the United States, nt the transportation factor 
is minor. Do you have information or can you secure information as 
to the reason that the cost of the construction reached the amounts 
that are here indicated, that is, of $18,000 per unit for the dwelling 
houses and better than $7,000 each for rehabilitation of Quonset huts? 


HIGH COSTS OF MATERIALS 


Colonel Foster. Yes, sir. I can get details that will show where 
every dollar that was spent on that entire program went. 

Senator Corpon. What is your own judgment as to why the costs 
should be that high in view of the fact that, (1) you get the materials 
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from Japan where they cost only a fraction of what they cost in this 
country, (2) the transportation factor is minor, and (3) your local 
labor is paid at the rate whereby you get a month’s work for what 
we pay for a day’s work in the United States? 

Senator Ropertson. And, if I may interject, he stated the concrete 
blocks were manufactured locally. 

Colonel Foster. Yes, sir. All we import for the blocks is the 
cement. 

Senator Cuavez. Of course, if you import the cement that is 
costly. We understand that. But in order to get that cement to 
working, to put it in the concrete, will you not agree that it would 
not cost as much as it would in the States? 

Colonel Foster. That is correct, sir. 

Senator Corpon. Your statement with respect to building mate- 
rials for 1950-51 is as follows: 

The materials included in this category for fiscal year 1952 consists of lumber, 
cement, glass, hardware, and other building materials, which for the most part 
will be purchased in Japan, with the exception of lumber which will be procured 
as logs from the Philippine Islands. 

Is that a correct statement? 

Colonel Foster. No, sir; it is not a correct statement. 

Senator Corpon. Then it should not be in here if it is not. 

Colonel Foster. The logs will not be imported. We were unable 
to set up the sawmills that we anticipated a year ago. The rest of 
the statement is correct. We are now talking about a different 
subject. We are talking about the construction for the Ryukyan 
economy and not for the military occupation. 
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MILITARY AND CIVILIAN ACTIVITIES 


Senator SALTONSTALL. Is it not true that the Army there exercises 
two functions: One, the military function pure and simple, and the 
other is that they are in control of the civilian government? 

Colonel Foster. Yes, sir. 

Senator SaALronsTaLL. And do they divide their appropriation so 
that you are having some housing straight military and some under 
your administration? 

Colonel Foster. That is correct, sir. 

Senator Satronstaty. And originally this $40 million that went 
over there went over there for straight military construction for the 
officers and enlisted men of our Army in the defense of Okinawa; is 
that not right? 

Colonel Foster. I am sorry I cannot answer that in detail, sir. 
I remember the appropriation and what happened to it, but I do not 
remember whether it was strictly military or GARIOA. It is my 
opinion it was strictly military. 

Senator SarronsTaLL. And the houses were expensive because of 
the peculiar construction required because of the hurricanes, and they 
were very expensive at that time because the contractors had to come 
from here and the personnel had to come from here in large part, 
and the construction was very heavy because everything had been 
flattened out by that hurricane; is that not right? 

Colonel Foster. That is correct, sir. The construction is not the 
same as we use here. We have to tie everything into a concrete base 
or it will blow away. 
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Senator Youne. Why should construction costs be higher than in 

aes where we pay double the wages that are paid in the United 
tates 

Chairman McKetuar. Have you built any hospitals there? 

Colonel Foster. No, sir. We have a hospital planned that will be 
constructed for the military. I believe the contract has been let. 
There is a temporary hospital there at the present time which is a 
temporary structure. 


SCHOOL CONSTRUCTION 


Chairman McKe.uar. Have you built any schools? 

Colonel Foster. A great number, sir. 

Chairman McKetiar. How many? 

Colonel Foster. Two hundred and twelve under construction on the 
island of Okinawa at this time, and I believe, if my memory serves me 
right, they are 80 percent completed. I believe I am safe in saying 
160 are completed and the balance of 212 will be completed within 
6 months. 

Senator Cuavez. What is your understanding of the authority, 
Colonel, with reference to why you are constructing schoolhouses in 
Okinawa? 

Colonel Fosrrr. Because, as a result of the war, every building on 
the island of Okinawa that was worth mentioning was. completely 
flattened out. As you gentlemen know, there was complete destruc- 
tion of the island. 

Senator Cuavez. I know, Colonel. I had a son with the Marines 
there, so possibly I know a little something about it. But you are 
building schoolhouses. Now, what I would like to know at this 
particular time is why does it cost $18,000 to build an officer a home 
in Okinawa? 

Chairman McKeuiar. Anybody who has information can answer. 

Senator Cuavez. Break it down, please; why? 

Senator Corpon. Mr. Chairman, to some extent we are dealing 
with a moot question. There is no money in this $27 million for this 
job. But this inquiry to date, it seems to me, needs an answer. It 
is clear that these gentlemen cannot give it today. But it needs an 
answer, and a definite and comprehensive accounting to this com- 
mittee for the expenditure of moneys that were appropriated under 
the recommendation of this committee in years past. I think we 
ought to have it. I say very frankly that the lack of information on 
the part of the witnesses who come here raises a very grave question 
in my mind as to the extent to which they will have information with 
reference to the $27 million. 

Senator McCarran. Mr. Chairman, may I inquire? 

Chairman McKeEtuar. Yes, indeed. 


BREAKDOWN OF SUPPLEMENTAL REQUEST 


Senator McCarran. I have before me a breakdown. The House 
gave you $21,800,000, is that correct? 

Mr. SHACKELFORD. That is correct, sir. 

Senator McCarran. And you are asking for an increase of 
$5,200,000? 

Mr. SHACKELFORD. Yes, sir. 
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Senator McCarran. Now, for administrative expenses in Japan, 
the House gave you $4,185,083, is that correct? 

Mr. SHACKELFORD. That is right, sir. 

Senator McCarran. And you are asking for an additional sum of 
$793,917, is that correct? 

Mr. SHACKELFORD. Yes, sir. 

Senator McCarran. And you want a total for administrative in 
Japan of $4,979,000? 

Mr. SHACKELFORD. Yes, sir. 


EXCHANGE OF PERSONS PROGRAM 


Senator McCarran. Now, under the caption ‘Exchange of per- 
sons” program, what does that mean, please? 

Mr. SHacketForp. That, Senator McCarran, is the program by 
which we bring Japanese leaders and students that are very carefully 
chosen to this country to provide them training, and we hope future 
leadership. 

Senator McCarran. That is exactly what I thought, because I 
have just got through with an appropriation bill that has that very 
program in mind under the Fulbright Act and the Mundt Act, and 
so forth. Now we have another program coming up for the same 
purpose, apparently, ‘“Exchange of persons,” and you are asking for 
a total of $2,000,000 for Japan, is that correct? 

Mr. SHACKELFORD. We are asking for a total of $2,000,000, yes, sir. 

Senator McCarran. In the Ryukyus you have a program ‘“Ex- 
change of persons’ and the House gave you $300,000 and you are 
not asking any additional for that, but you would use $300,000 of 
this money for a program of exchange of persons. 

Mr. SHACKELFORD. Yes, sir. 

Senator McCarran. I just want to draw the attention of the com- 
mittee that in every one of these appropriations we find this item of 
exchange of persons. We just got through appropriating in one of 
the last acts that was done on the floor up here, in which we allocated 
$10 million in addition to what we had already given them in the 
committee for exchange of persons, just last Friday afternoon. Here 
we have it again. 1 would like to know where this exchange of 
persons program begins and ends. 

General HamBuen. Senator, that does not apply to the areas for 
which we are asking money. 

Senator McCarran. It is here. 

General HamB.en. But the other appropriations which you speak 
of are not available for the purpose. There is no duplication. 

Senator McCarran. I do not know whether that is true or not, 
but it is certainly true as regards Japan and parts of China. 

General Hamsien. It will not be operating in Japan until 1953. 

Senator McCarran. I am talking now about the Fulbright Act 
and the Mundt Act, those acts that we dealt with last Friday, in 
which we gave them all that the budget allowed and more, too. 
That affects Nationalist China and it affects Japan. 

Colonel Oursen. It is not in effect in Japan yet. It cannot apply 
to the Ryukyus by a ruling of a division of the State Department. 

Senator McCarran. They are exchanging students from Japan. 

Colonel OutsEen. Yes, sir. 
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Chairman McKe tar. Our Government is doing it? 

Senator McCarran. It is being done. 

Colonel Oursen. We have no students from Japan under the 
Fulbright Act yet. 

Chairman McKe.uar. Do you have any from the Ryukyus? 

Colonel OutsEN. No, sir; they are not eligible. 

Senator CuHavez. What is the authority under this bill of bringing 
students from Japan? 

Colonel Outsen. It is part of the authority under the GARIOA 
program to improve the caliber of the people in Japan and have 
them indoctrinated into the democratic ways and methods of the 
people of the United States so that after they have come over here 
they can then go back to Japan and clear up those points that have 
led to some discord in the past. We expect that these people will be 
the national leaders of the future. 

Chairman McKetiar. And we are paying all of their expenses 
over here? . 

Colonel OutsEN. Yes, sir. 

Senator McCarran. Mr. Chairman, in accord with the Senator 
from Oregon, the gentleman over here started to tell us all about 
this, Mr. Martino, and he said he had it, and I would like to let him 
have a free hand at it and we might get somewhere. 

Mr. Martino. The first thing I would like to point out is that the 
$40 million we are talking about is strictly military construction and 
we have nothing to do with the expenditure of those funds. That is 
not GARIOA. ‘That is military, for the Army and Air Forces. 

Senator McCarran. Is that a part of the money that you are 
asking for additional sums now? 


ALLOCATION OF FORTY-MILLION-DOLLAR APPROPRIATION 


Mr. Martino. No. That $40 million we will just forget about, 
sir. That is a military appropriation and has nothing to do with 
GARIOA. 

Chairman McKe tar. Oh, no, we are not going to forget it. We 
will have the answer before you get another appropriation. 

Mr. Martino. I will give you the answer, sir. 

Chairman McKe iar. I want to hear it. 

Mr. Martino. The answer to the $40 million we will have to get 
from the military side. 

Chairman McKe .uar. I do not care where you get it. You get 
the information and give it to us. 

(The information referred to is as follows:) 


The $40,000,000 mentioned by the committee is actually the $34,000,000 for 
fiscal year 1950 included below: 
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Present 
Fiscal Budget 
Item Location working 
year estimate estimate 
Houses, aullites 50 units changed to 150 units...| 1950 | Sukiran_____...__- $4, 140, 000 | $2, 031, 551 
te het ck nck bs. obese cob bdedpebateeusehmeccninsatdcldwatenusona 478, 692 
QR ibbtkdnhen stn edenneseddididecsssincaound 1950 | Machinato__-____.. 241, 000 30, 041 
Repew. ae a 1950 | Camp Kue--______- 466, 000 466, 000 
Rie LEER es diihoticb nnd decsct wckscui delve 1950 | Naha Harbor- -- -- 1, 535,000 | 1, 535, 000 
Bales og barracks, 165-man: 
Leith Geasdvawnaetecce sce Ob cwedud 1950 | Sukiran_..._....._| 4, 185, 000 2, 313, 540 
Sotside CNe ene ne ne enn  e egthammamandetooicniaanane 376, 062 
Water supply, Sukiran to hospital._.-----__..--____- 1950 | Island-wide_._..__- 477, 000 552, 017 
Water supply, hospital to Naha 8, 750,000 gallon reser- 1950 |....- Mire o. cud WORE 4s dekks nce 
voir. 
Primary road highway 130... ...............-.......- 1950 |....- alert 204, 000 351, 789 
i iclioncs tchowiconnandnens 1950 | Sukiran---.._....- 240, 000 115, 212 
Water supply and distribution._...___._..........-.- 1950 |....- iGo iaic aes 66, 779 68, 493 
Outside general utilities, including telephone duct 1950 |.-... do..........-.-} 1,527,221 | 2,728,773 
system. 
Administration building, including communication 1960 j_...- aes 979,000 | 1,320,746 
center 8 emergency power units, RIE. dcnnthi ced chet atk pe ae 
er iE cE AE el eae pee a 1950 | Sukiran__.-.-....-- 387, 000 307, 551 
PRE Mie Pe heas bbb oleh cs le lessee 1950 |..... NG hss aks 315, 000 257, 436 
= , Masonry: 
I ee re al cone wicce eens 1950 eo Depot_| 5,240,000 | 3, 679, 167 
5 iY 600 I hee ee Ne a ME Ait. JS icd dp hadat 528, 000 389, 700 
Houses, family Nene eK, os te aaah 1950 Sinan Senge ahaa 4,421,000 | 4, 407,000 
195 Units wehede Ss cube 0. Sota. bid cue. SOU ac Se, dk ei ti 554, 
i ct ota ab meee wi 1951 Machinato-Naha -| 3,475, 480 | 3,390, 000 
Bachelor officers quarters 
eM LG Soe va sais ate 1950 | Machinato depot..| 630,000 | 1,093,300 
Sends lk naskn i duachincscossenece 1950 | Sukiran.........-- 1,048,000 | 1, 482, 766 
— am barracks, 165-man: 
CMe hrc dee de Loe cnvitinees bane 4ueee< 1951 chs ain tiianinint. wulhak «ied: ky Daan: COP 
i anit EEOC CSG ue NeGi at nance sawn ncadhs 1951 Machinata depot__| 4,800,000 | 1, 895, 960 
a a er ld ole ok oll 1951 | Port of Maha - dacs eke 801, 970 
onan additional I iad nee ae an de oe 1950 | Machinato depot. .| 1, 942, 000 883, 4 
821, 
Telephone Exchange Building --.-................--.-- 11951 | Machinato-Naha..| 226, 000 178, 561 
CONES a 2h chek pass cacciccccceccecops 1950 | Sukiran...._.._.-- 225, 000 261, 186 
Laundry, ed i 1951 | Machinatodepot..| 725,000 936, 777 
ASA eee Building: 
Including emergency power plant... -.....-.---- 1951 | Island-wide - - 611, 000 573, 500 
Utilities 8, appurtemances.................-.-.-.-- GUE AU chick sins ue ido ovate 2, 000 ee 
Outside utilities PMU daktwde sa ecesiaaccccdcdpowces 1950 | Machinato depot__| 1,625,345 | 3,317,390 
eo i nade aecanetesh 1951 do. . ss 487,714 233, 800 
ets eaeutecdubad 1951 | Machinato-Naha_- 784, 000 1, 070, 000 
Pie as ei on caewbwetanecoki 1951 | Port of Naha_____- 432, 286 230, 000 
192, 302 
Additional outside —— Oe stile ada das aanbnce ean oom ode Eu cosas 552, 460 195, 546 
Utilities, including ae NE vite <itlajs tninlie «45h WOE Bhs, bila 5p persia h«aida~- 436, 834 
Connection for items SE tes hac ncaa Eiken I ee tae es ge 142,315 
UCN Da eo i oa US. occa Dalal 1951 Pde endowtcse 65, 000 113, 445 
Increase Bisha GAWA treatment plant to 86 million EE . chan, si becten econ katdnee he osinndwantge 
gallons per day. 
Hiigt BOVE CUMNNWONE oko dada iusact ets dcs.ed 1950 erate Ween ee 1,721,000 | 2,056, 858 
pote ond supply line for Tengan pumping plant. - i cea < hints sinchonscikketedhos «te e-<« 
Pool han ing rage edie dhe Wd eealintwh punienk wowede 1961 j...<-. . dee isbdue abt 7, 500,000 | 7, 500, 000 
8 dia hi die cine tna had pie alka 1 1951 
Ammunition naing fac s ‘handling fnolittses. <2. 5. .2.- 11961 |....- Mba geno ce 2,381,000 | 2,796,766 
THe ee ciamibadeshoosed 11951 
eS a a i ge se ae Perter Ieee... ...- 1. .caecenss 800, 000 
hy A UIE Nain ok tone chu sek ecedhdebwnccbieube Gb oniuk I dseenc bond 800, 000 
CO, FINI oo en bk dc Sede bends fu dcanaen Machinato-depot _| 1,874, 000 160, 000 
a a eR ee ate MN oe le on ce caee 15, 240 
B. Station wereneneing. . ..........-...........2.]....dec8 PN aso oy 5 226, 700 
Arey signal transmitter *puildi including outside | ! 1951 | Island-wide--_-._._- 273, 000 487, 900 
utilities emergency power building, and appur- 
tenances, 
Army signal receiver building including outside | 11951 |____- WB noes 446, 000 487, 100 
utilities emergency power building and appur- 
enances. 
VHF/FM radio relay building including outside | 11951 | Sukiran_._.....__- 128, 000 138, 200 
poe emergency power building and appurten- 
P hotegraginie laboratory and film library building.._| 1 1951 |__..- Mee oconne 70, 000 69, 000 
Prous Gi) eee hoa das cob 2s cick cca mete 1950 |... __ WR sy <déabeos 348, 000 376, 900 
TR i es la cot anenictnls bcubelicéeds bh bakcotbowue SG ee 1...<<.-.<.. 
- een 
Ta ee ha on Ck oles Pa i gs se Or oe le a baie 60, 000, 285 | 57, 289, 783 


! First supplemental. 
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1950 EXPENDITURES 


Mr. Martino. In 1950 we spent out of $1,300,000,000, $47,156,000 
for the Ryukyus. That is broken down as follows 
Se ppp McKettar. Who spent that? Did the military spend 
that? 

Mr. Martino. No, sir; GARIOA spent that. 

Senator McCarran. May I interrupt right there, please. Was 
that in addition to the money we appropriated under the Marshall 
plan? 

Mr. Martino. Yes, sir. 

Senator McCarran. How many millions? 

Mr. Martino. $47 million. 

Chairman McKetiar. What did you do with that? 

Mr. Martino. I am going to tell you that right now. 

Chairman McKe tar. That is fine. 

Mr. Martino. In 1950 we spent $9,191,000 for food which went 
to Ryukyus; $4,487,000 for fertilizer and seed which went to the 
Ryukyus; $1,511,000 for petroleum and petroleum products. Inci- 
dentally, all this is on pages 8 and 9 of the justification. 

Senator CHavez. Petroleum and petroleum products 

Chairman McKetiar. Wait just a minute, please. I would like 
to follow you; you are getting down to something. 

Senator Cuavez. When you say petroleum and petroleum products, 
they went to the population of the Ryukyus? 

Mr. Martino. Yes, sir. We spent, for raw and semifinished in- 
dustrial materials, $565,000. 

oe McKetiar. What do you mean by “semifinished mate- 
rials’’? 

Mr. Martino. We mean such things as cement, lumber, and things 
of that nature. 

Chairman McKe tar. All right. 

Mr. Martino. Under project 170, we spent $18,000,000 for ma- 
chinery and replacement parts and for the construction program. 

Senator Cuavuyz. Right there, Mr. Martino, when you spent that 
much money for that particular purpose, who does it go to? Who 
is served? What is the population of the Ryukyus? 

Mr. Martino. It is 917,000. This money we have spent in the 
United States and we have spent it in Japan. It has been under our 
control and supervision. 

Senator Cuavez. But the beneficiaries were supposed to be the 
people from the Ryukyus. 

Mr. Martino. That is right. 

Senator Cuavez. The population is 900,000, and for the particular 
purposes that you have enumerated there you spent that money on 
the Ryukyus? 

Mr. Martino. That is correct, sir. 








USE OF PETROLEUM PRODUCTS 


Senator Cuavez. What do these people use petroleum products 
for? 

Mr. Martino. Colonel Foster, can you answer that question more 
specifically? 
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Colonel Foster. The population uses it in their fishing and cargo 
vessels. We also have a motor transportation set-up on the island 
of Okinawa. It is not as extensive on the other islands. 

Senator Cuavez. Let us get down to the Ryukyus first, because 
that is what Mr.:Martino is discussing. How many of the 900,000 
people have need for petroleum products? Have you any detailed 
information to tell us, for instance, as to so many boats and cars 
that are being used by the people of the Ryukyus? 

Colonel Foster. Yes, sir; we have that information. 

Chairman McKe.iar. How many cars have you bought and sent 
to the island? 

Senator Cuavez. | am not talking about the military now. 

Colonel Fosrrr. We have only bought trucks and busses, sir; no 
passenger cars. 

Senator McCarran. What is the area embraced within that? 

Colonel Fosrer. The chain of islands are 650 miles long. The 
island of Okinawa is 67 miles long where 560,000 of the 917,000 people 
live. 

Senator McCarran. The total area in square miles would be about 
what? Okinawa itself, for instance. ; 

Colonel Foster. Okinawa is 67 miles long and 3 to 10 miles wide, or 
350 square miles. 

Senator Cuavez. I think we ought to have this in mind. I can 
readily see the necessity of big expenditures for the military, but it 
appears to me that the per capita expenditures under the other plan 
is rather extensive and I would like to know something about it. 

Senator McCarran. As | understand it, we not only improve the 
island but we maintain the population largely because there are not 
enough products to maintain that population. 

Senator Cuavez. That is right. As I understand it, heretofore 
someone else has been maintaining them and now the job is up to us. 

Colonel Foster. That is correct. That deficit under the Japanese 
was approximately $74 million per year. 

Chairman McKettar. And we raised it to $47 million last year. 

Colonel Foster. No, sir. We are doing a lot of things other than 
a supply the deficit in food which was principally what the Japanese 
did. 

Chairman McKee iar. They have been living a long time there, 
have they not, those 917,000 people? They have been doing without 
our aid for a long time. 


MILITARY AIR BASE 


Colonel Foster. Yes, sir. As a result of our being there, of course, 
we have taken away not the major part but a large part of their arable 
land. I do not think this is any longer top secret, because I read it in 
a magazine the other day, but we are building a large airport out there 
for the Air Force and they have a total of about six airfields other 
than Kadena. The master plan for the Infantry and for the Anti- 
aircraft battalions, and so forth, all takes arable land away from the 
natives. 

Senator Cuavez. What is the total area of the lands to be used 
by Uncle Sam for military purposes, such as the Air Force? 

Colonel Foster. I have the total area in acres of the land that the 
master plan now embraces and I will dig that out, sir, and give it to you. 
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Senator Cuavez. All right, and how does that compare with the 
total area of the islands? 

Colonel Fosrrr. 8,100 acres of arable land are presently in use by 
the military as compared with a total acreage of 365,100. 

Senator Corpon. Mr. Chairman, I think it might be pertinent to 
suggest that on page 8 we look at the column headed “‘Ryukus Islands”’ 
and then take the subtotals at the bottom, and we find that for the 
years 1950, 1951, and estimated for 1952, the total funds expended 
represent for economic aid $100 million which, according to my figures, 
would be $33 per person per year. So when we get it down to that 
point that would indicate that there has not been too much extrava- 
gance in expenditures. I think that would be about what it would 
take to pay the overhead charges of about three people for one meal 
at the Shoreham. 

Mr. Martino. If we take into account next year and the year after, 
it would be that much less, because we are progressively going lower 
each year. 

Senator McCarran. By what method? 

Mr. Martino. Through the military construction program in 
Okinawa, the Ryukus are able to earn dollars. Those dollars, of 
course, will be spent in connection with items like food, clothing, and 
things like that that they will need. They will spend the money 
themselves. That has a tendency to lessen the need for appropriations 
in years to come. 

Senator McCarran. That is appropriations along this line? 

Mr. Martino. That is right. 


TRANSPORTATION OF COMMODITIES 


Chairman McKe tuar. On page 8, transportation of commodities, 
1950, it was $4,184,015. What transportation was that? That is a 
great deal of money. 

Mr. Martino. That is shipping of grain, fertilizers, petroleum 
products, industrial materials, and. machinery. 

Senator McCarran. Everything that goes into the economy as 
well as that which goes into the construction? 

Mr. Martino. From the United States. 

Senator McCarran. Does that also cover items shipped from 
Japan? 

Mr. Martino. Yes, sir. 

Chairman McKetuar. That is a big item of the appropriation. 

Senator McCarran. Is that shipped in American bottoms? 

Mr. Martino. Yes, sir. 

Senator ELLeNpDER. Mr. Chairman, may I ask a question? 

Chairman McKetuar. Yes; indeed. 


SEPARATION OF MILITARY AND ECONOMIC AID EXPENDITURES 


Senator ELLENDER. A while ago when you were asked about the 
reconstruction of these 400-and-some-odd Quonsets, we were informed 
that came out of a $40 million fund. I would like to know whether 
or not any of the funds indicated on page 8 under Ryukyu Islands 
were expended for that purpose? 

Mr. Martino. Senator, may I correct that statement, sir. The 
rehabilitation of the Quonset huts, the funds for that purpose were 
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not taken out of the $40 million. They were taken out of what you 
see here on page 8, out of GARIOA funds. 

Senator ELLENDER. I notice in 1950 you spent $47 million and in 
1951, $36,851,000, and for 1952 an estimate of $15,000,000. 

Mr. Martino. That is correet. 

Senator ELLeNpDER. You say that the reconstruction of these Quon- 
set huts came out of those funds? 

Mr. Martino. Out of these GARIOA funds here [indicating], sir. 

Senator ELLenppER. What is the $40 million figure? 

Mr. Martino. That is strictly a military appropriation, sir, ad- 
ministered by the military and by the Air Forces and not by GARIOA. 

Senator ELLENDER. Who got the benefit of that $40 million, the 
local inhabitants or the military? 

Mr. Martino. That is strictly military. 

Senator ELLENDER. You se not know what they did with it? 

Mr. Martino. That is for construction of airfields, military in- 
stallations, and other things. We have nothing to do with that $40 
million. I did not mean to be impertinent when I said “forget the 
$40 million,’ but we are not here to defend that because it is not our 
appropriation. 

Senator ELLeNnpER. To put in the record what may have been said 
a moment ago, these 200 houses that were built out of the funds under 
this column designated as ‘‘Ryukyus,” that is to house the civilians 
who are managing, as it were, the civilian end of the project? 

Mr. Martino. United States Civil Administration administering 
the civil funetions of the Ryukyus Islands. 

Senator Etuenper. And the restoration of these four hundred and 
thirty-odd Quonset huts is also under the management of the civil- 
ians and the proceeds that may be collected from rents is to go to 
the government of the Ryukyus? 

Mr. Martino. That is correct, sir. 

Chairman McK euiar. How much in rentals have you received? 

Mr. Martino. We have not received any rentals yet, sir, because 
the houses have not yet been fully rehabilitated. 

Senator EL.tenper. Are any of the Quonsets being used by the 
local inhabitants? 

Mr. Martino. No, sir. 

Senator ExLenpeER. Strictly for our own people? 

Mr. Martino. That is right. United States personnel, military 
and civilian. 

Chairman McKettar. Gentlemen, I have to go in a few moments, 
but before I go I want to suggest to the gentlemen that you go back 
and study the question and give us the facts. Here you have spent 
$47 million apparently, on page 8 of your justification in 1950, and 
$36 million-plus in 1951, oak we would like to know where that money 
has gone. e would like to know what you spent it for. I think if 
you gentlemen were to go back to your offices and look into it—you 
are not able to tell us about it because you have not told us yet about 
the $40 million and the $47 million—you might give us the facts. 

Mr. Martino. Mr. Chairman, do you want that in terms of ton- 
nages, materials procured and shipped? 

airman McKetiar. We want all the facts, how you spent it, 
where you spent it, and everything about it. I think you ought to 
learn something about it before you undertake to tell us something 
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about it. I do not mean any disrespect by that statement, but it 
would be helpful to the committee if you would give us facts. 

Senator Cuavez. Of course, we are not antagonistic toward you. 
I know I am not, and the rest of the members of the committee are 
not. We want to help you and cooperate with you. But I would 
like to know, for instance, on page 8, grain, food, kindred products, 
that sounds nice and necessary, but you spent $9 million in 1950, 
you spent $12 million in 1951, and you expect to spend $6 million in 
1952. I would like to have a little detailed information as to that. 
I know fertilizer is necessary, materials and seeds, but you spent 
$4,050,000, $1,412,000 in 1951, and you want $800,000 for the next 
year. Then you have petroleum and petroleum products. I would 
like to have a breakdown or a little explanation as to where that 
money is spent on all of the items. 

Senator McCarran (presiding). Gentlemen, I make this sugges- 
tion, and it is probably because of my lack of grasp of the subjcet. 
There are two subjects to be dealt with here, if I am not mistaken. 
One is the GARIOA program, which, if it is involved in this, is rather 
obscure. The other is a military program. Now, we have been 
dealing with them haphazardly here this morning, it appears to be, 
since | came in. The gentleman over here, Mr. Martino, apparently 
knows the GARIOA program. He has it pretty well in mind. That 
is the reason he made the haphazard statement of “forget the $40 
million,” because the $40 million did not come under his jurisdiction. 

It seems to me that we can clarify this for the committee if we can 
get the two programs separate and consider them separately. 


ADMINISTRATION OF GARTOA PROGRAM BY ARMY 


General HamBien. We are not asking for any military appro- 
priations at all. This is all for GARIOA. 

Senator McCarran. Then I want to know where the Army comes 
into GARIOA. 

General Hamspien. The Army does not come into GARIOA except 
that it is the responsible agency for administering GARIOA. But 
the appropriations are separate and distinct from the military ap- 
propriations. 

Senator Cuavez. Mr. Chairman, I do think, though, for the 
benefit of the committee, in order to clarify all matters that come up, 
that we should have someone from the Army who has to do for the 
expenditures of the same items in the same areas that this bill provides 
for, because we might want to ask him some questions. 

Senator McCarran. I am entirely in accord with that. 


INCREASES REQUESTED 


Senator Rosrertson. Mr. Chairman, before the witnesses started 
to testify, I indicated to them the information that this committee 
really needed, that was, why are you asking for $5,200,000 more than 
the House appropriated; what are you asking it for, in detail, and why 
is it necessary to increase the amount? I have just found that they 
prepared a statement saying that they needed $793,000 more for 
administration in Japan, $603,000 for foreign persons program, 
$2,650,000 more for economic aid in the Ryukyus, $1,000,000 more 
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for administration in Ryukyus, $153,000 in Office of Occupied Areas. 
If they had centered on those items and told us why they need those 
specific amounts, we would not have wasted half a day. 

I also want to make this other request. This is a $5.2 million cut. 
The big cut comes on page 25, that is, a $68 million cut for OPS. 
They have all sent us a note that they cannot possibly function under 
that cut. Mr. Cooper will handle that part of the supplemental bill. 
I want to make the request that Mr. Goons analyze the testimony 
presented to the House committee, have some informal conferences 
with OPS, and tell them the type of information we will need when 
they come to justify the restoration of $68 million so we do not have to 
spend half a valuable day to tell them what information we need. 

Senator Young. Mr. Chairman, may we have a breakdown on the 
cost of these houses over there? The cost of cement, for example, the 
sand going into the construction, the lumber and other materials and 
whether or not the construction was let under a bid. 


BUDGET ANALYSIS OF GARIOA IN RYUKYUS 


Mr. SHACKELFORD. Yes, sir. We will supply that information. 

(The information referred to is covered in the testimony given on 
Wednesday, August 29.) 

Senator Cuavez. Mr. Chairman, if you will be so kind as to listen 
for just one moment, of course, I agree with what the Senator from 
Virginia has stated. But that is one of the troubles in this com- 
mittee. All we look into is restorations. The House has given 
$21 million. I want to be sure that the House might have been 
correct on the $21 million figure. This idea that all we have to do 
is to try to restore what the House cut is not entirely correct. I do 
not think the committee would be doing its duty if they did not look 
to the original appropriation. That is the trouble with the Senate 
committees. 

Senator McCarran. Senator, you are absolutely right. The 
great trouble is that time runs against us all the time. A bill comes 
over here from the House and time is of the essence. 

Senator Cuavez. Time is of the essence, but so are the dollars. 

Senator McCarran. Is page 9 of the justification a continuation 
of page 8? 

General HAMBLEN. Yes, sir. 

Senator Ropertson. They could not explain a need for an increase 
unless they first justified what they already had. 


REORIENTATION PROGRAM 


Senator McCarran. What is meant on page 9 by reorientation? 
What is embraced in that topic? 

Colonel Outsen. That total is $4,107,000, is it not? 

Senator McCarran. Yes. But what does it mean? 

Colonel OursENn. On project 160, one phase of it is the furnishing 
of information materials to the Japanese and the Ryukyus, informa- 
tion in the category of magazine digests, motion picture documentary 

s, news reel information. 
Senator McCarran. That is the same as the Voice of America? 
Colonel Oursen. No, sir. 
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Senator McCarran. Along the same line? 

Colonel Oursen. It is somewhat similar except that the Voice of 
America confines its activities, I understand, mostly to radio. 

Senator McCarran. And you use the same magazines as are used 
by the Voice of America? 

Colonel OutseN. We pay for the subscription of the magazines for 
the information centers in Japan. The Voice of America is not in our 
program in Japan, sir. 

Senator McCarran. The Voice of America is not? 

Colonel Oursen. No, sir. 

Senator McCarran. This orientation takes over the work that 
might be carried on by the Voice of America? 

olonel Oursen. Not necessarily. We are not in the propaganda 
field in that sense. We are in the reorientation field. 

Senator McCarran. What is the purpose, then? 

Colonel Oursen. Trying to teach the Japanese the democratic 
ways of life so they can best govern themselves in the program that 
has been established by SCAP headquarters. 

Senator McCarran. Do you do that by radio? 

Colonel Outsen. Partially, sir. 

Senator McCarran. Moving pictures? 

Colonel Outsen. Yes, sir. 

Senator McCarran. Magazines and pamphlets? 

Colonel OutsENn. Books, libraries, information centers, film strips; 
at the information centers leaders conduct discussions, seminars, 
and things of that kind in Japan. 

Senator McCarran. All right. : 

Senator Corpon. This deals only with the Ryukyus here. 

Colonel Oursen. The Ryukyus and Japan. 

Senator Cuavez. Pay for the civilian employees; those are local 
Ryukyuans? 

Colonel Oursen. No, sir. They are American civilians that are 
engaged in the support of this program. The librarians, the staff in 
the Civilian Information and Education Divisions, both in the 
Ryukyu Islands and also in Japan. 


INCIDENTAL OPERATING EXPENSES 


Senator Cuavez. Of necessity you have to have operating expenses. 
What do you call incidental operating expenses? What are they? 

Colonel OurseNn. Incidental operating expenses? 

General Hamsuien. That is not for reorientation. 

Colonel Foster. Here is a breakdown, sir. We pay the Army 
Signal Corps for communications, $15,000; general office supplies, 
$55,000; postage stamps, $1,000; repair and maintenance to existing 
buildings, $90,000; for entertainment, $2,000; maintenance of motor 
vehicles used by civil administration, $23,000; for port control charges, 
$1,000; and petroleum, oil, and lubrication for Army vehicles used 
by the civilian administration, $13,000; a total of $200,000. 

Senator Cuavez. Mr. Chairman, before we get through, I would 
like to get a little short statement of the functions of all of the proj- 
= enumerated on pages 8 and 9 of the justification down throug 

o. 450. 

General HamBLeNn. They are all there, sir. 
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Senator McCarran. There is in my hands, and in all hands of the 
committee, what purports to be a partial breakdown; for instance, 
Department of Defense, Department of the Army, civil functions, and 
turning to the second page on there, gcoccg” kindly go down and 
explain each item under each head. I would like to have that very 
much. I think we may get to something that may be of assistance. 


ADMINISTRATIVE PROGRAM 


Under the heading “Proposed amendment,” you have “Japan” and 
“Administrative.” Vv a you want $793,917 over and above what 
the House gave you, and how many personnel have you now? 

Mr. SHACKELFORD. General Hamblen has the figures on that. We 
have in personnel now approximately, for administrative purposes in 
SCAP headquarters, about 800 people. During the year that would 
gradually be sealed down so that at the end of the fiscal year it would 
be in the neighborhood of 379, I believe. 

Senator McCarran. Why do you need the additional $793,000, 
please? Will somebody explain that? 

Mr. SHacketrorD. We feel, Mr. Chairman, that in regard to this. 
administrative detail in Japan, it is a very important and delicate 
period during the transition phase. These men that handle this prob- 
lem tie into their administrative work during this period, as the baton 
is passed over from this country to Japan, and if the peace treaty goes 
through, we feel it is culentiallé important that this thing be carried 
out with the greatest care and with the greatest ability that we can 
summon. 

NUMBER OF EMPLOYEES 


We have constantly reduced the number of our employees. For- 
merly they were in excess, I believe, of 2,000, and, as I say, that has 
come down drastically to the 800, which in turn this fiscal year will 
drop down appreciably to 379. 

nomen apron Do you need $4,979,000 for that number of 
people? 

General HaMBLEN. Yes, sir. That is worked out on the exact basis. 
of the particular job the man has to do and the number of men that. 
will be available. 

Senator McCarran. What are the general salaries over there under. 
that? Have you a breakdown of the salaries? 

General Hampuen. Yes, sir; there is a complete breakdown. 

Senator McCarran. I would like to have that. I am dwelling 
now on the first item. under “Japan,” gentlemen. 

Colonel Foster. The information that you ask for, Mr. Chairman, 
is in the front part. of the justification. 


SALARIES 


Mr. McGuaurun. The average salary will come out to $5,900. 

Senator McCarran. What is the top salary? 

Mr. McGuavuruin. The top salary at the present time? There 
are a few GS-16 positions authorized. 

Senator McCarran. What does that mean in dollars? 
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Mr. McGuavrtin. $11,200. Actually only one person has been 
appointed to such position. 


COUNTERPART FUNDS 


Senator McCarran. How many are there in the $10,000 group? 

While you are looking for that, how much use is made of local funds? 
Are there any local funds there? 

General HamBien. The Japanese appropriate and furnish to the 
United States somewhat in the neighborhood of $300 million worth of 
local funds to help the military costs in Japan for the whole occupation. 

Senator McCarran. That is under the ECA program? 

General Hamsuen. There is no ECA program. 

Senator McCarran. I know, but it carries out the same policy. 

General HamBien. That is right. 

Senator McCarran. Do you call those counterpart funds the same 
as in Europe, or are they comparable? 

General HamMBien. Any money which the Japanese receive for local 
sale of commodities which we send in there with GARIOA appropria- 
tions goes to the Japanese counterpart funds. Of course, everything 
we buy to go into Japan does not produce local money. If we send 
wheat in, it does produce local money. They do have a counterpart 
fund comparable to the ECA counterpart fund. 

Senator McCarran. Then you have now how much in local 
counterpart funds, as you term them? 

Senator ELtenper. Mr. Chairman, I wonder if we could find out 
whether any of those counterpart funds are used to help carry on the 
military? My understanding was that it was a direct appropriation 
made by the Japanese Government. 

General HamBuen. That is true. 

Senator ELLenper. So the counterpart funds are used for other 
purposes than to take care of the Japanese portion of the military? 

eneral HAMBLEN. That is correct, sir. 

Senator McCarran. Can anyone tell me how much counterpart 
funds have been used under the heading ‘Administrative’ for the 
year just passed? 

General Hampien. We have used no counterpart funds for 
GARIOA administration. 

Senator McCarran. None at all? 

General HamBien. None at all. We have used some $800,000 
worth of such yen for reorientation purposes, but none for adminis- 
tration. 

Senator McCarran. Why can you not use counterpart funds, as 
you choose to term them, to make up for the deficit that you think 
this committee should add to this bill? 

General HAmBLEN. Because the counterpart funds are all yen, sir. 
They are not dollars. 

YEN CURRENCIES 


Senator McCarran. Why can they not be used where the yen 
currency prevails? 

General Hams.ien. The money which we are asking is for the pay 
of American civilians who have to be paid in dollars. 
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Senator McCarran. Do not the American civilians use the yen 
over there? 

General HamBueEN. For certain local purposes, yes, sir. But their 
contract requires that they be paid in dollars. 

Senator Corpon. Mr. Chairman, a statement was made earlier 
here to the effect that on the Ryukyus much of that work was done 
and materials furnished and purchased in Japan and that helped to 
build up a Japanese dollar credit. I can understand the reasons for 
that, but I cannot understand why, apart from those reasons, any 
materials purchased in Japan might not be purchased with yen. That 
is their own currency. 

Senator McCarran. That is what I was thinking. That is the 
reason I tried to get at it that way. 

Colonel Foster. The yen from the Ryukyus is not usable—— 

Senator McCarran. I am talking about Japan now. 

Colonel Foster. We have a different yen than the Japanese have. 

Senator Corpon. All right, then, you can spend the Ryukyuan 
yen in the Ryukyus to pay for labor or material you purchase in the 
Ryukyus. 

Colonel Fostrer. That is right. 

‘Senator Corpon. I assume there is very little counterpart money 
in the Ryukyus? 

Colonel Foster. No, sir; it is very substantial. 

Senator Corpon. Do you use it? 

Colonel Foster. We use all of it pursuant to our mission. We use 
it to subsidize the central government which we are now in the process 
of starting and we use it for public works projects for construction 
within the economy. 

Senator Corpon. Can you furnish the committee with a statement 
of the amount of those funds in the Ryukyus that have come into your 
possession or under your control and which have been used by you 
in the Ryukyus under general headings? 

Colonel Foster. Yes, sir. 

Senator Corpon. With the amount? 

Colonel Foster. Yes, sir; we have a budget. 

Senator Corpon. That will take cage of the Ryukyus. Can the 
a information be furnished with respect to Japan if you use it in 

apan? 

Mr. SHACKELFORD. Yes, sir, Senator Cordon, we shall supply that. 

Senator Corpon. That, at least, will give us that information in 
both areas. 

(The information referred to is as follows:) 
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United States aid counterpart fund, June 1951.—Japan 
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iota esi cagna an ial pees sos 700 700 0 700 
Towrtet etels.. 22 ee 80 40 0 40 
Machinery import... .......-..-..-.-.... 70 70 0 70 4 
tl ants Kh teees baboon ceo 250 250 0 250 * 
ese * 
III. Special uses: Loans and grants. ........-.._-___. 9, 115 8, 510 0 7, 409 
Dependent housing. . ..-.....-.-3-.---...... 7, 409 7, 409 0 7, 409 
Milk and school lunches........--......-.._- 21,350 2 845 0 0 23 
Reorientation program... _..._ nahhw th copsbiied 2 356 2 255 0 0 
IV. Government bond acquisition. _. -- notibeed Giaiiekg 112, 467 5 62, 467 | kn oh wie a 0 
V. Short-term investment... nos assige ccc boty shin ceds duced 53, 903 50, 035 33, 869 
VI. Cash deposit in Bank of Japan__...-.......-.-22]--222- 2. 102, 958 20, 058 82, 900 
Vas. Cons GI Ss 5 5 sdeccccscdnccccickes 194 Oe tabickiadest 0 
NO RU INS TI Fn sh ose i 1 168, 572 











1 Excluding accrued interest and discounts. 

2 Grants. 

3 Food certificates. 

4 Equity capital recoverable only upon liquidation of operation. 
5’ Redeemed. 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 115 


United States civil administration in the Ryukyus—Counterpart fund operation, 
Ryukyuan fiscal year 1952 (Apr. 1, 1951~Mar. 81, 1952) 


[Japanese yen] 
Receipts Apr. 1, 1951, to July 31, 1951 
Estimated receipts Aug. 1, 1951, to Mar, 31, 1952 


Grants-in-aid | Grants-in-aid 
Government for adminis- | for construc- Te 
tration tion 


Provisional Central 
Okinawa Gunto 
Amami Gunto. 
Miyako Gunto 
Yaeyama Gunto 


Credit made available through Ryukyuan reconstruction finance fund 
Short-term loans 
Long-term loans 

Reserve for contingencies 


UTILIZATION OF COUNTERPART FUNDS 


Senator McCarran. I would like to know more specifically in 
Japan, and I was dealing in Japan first, why in Japan the counter- 
part funds cannot be used to relieve the dollar appropriation? I may 
not grasp the subject properly, but I really think it deserves an ex- 


planation. 

General Hamsien. Yes, sir. The dollars which we have asked 
for go to pay people who must be paid in dollars. The counterpart 
funds are yen funds which are not available for our use because we 
need the dollars. The counterpart funds in general—and this is 
partially responsive to your question, Senator Cordon—are used to 
finance projects which will advance the economy of Japan, such as 
increased deaiie power, and the buying up of bonds to reduce the 
national debt, loans to business which will help the economy of Japan. 

Senator McCarran. We are using it to buy Japanese bonds? 

General HAMBLEN. Yes, sir. 

Senator McCarran. That is Japanese Government bonds? 

General HAMBLEN. Yes, sir. 

Senator Corpon. It is the same basic use that is had of counter- 
part funds in ECA? 

General HaMBLEN. Yes, sir. 

Senator Corpon. Under the law, in ECA, a specific percentage, 5 or 
10 percent—and I will ask Senator Saltonstall to give the correct 
figure—may be used by the United States in an administrative phase 
in the particular nation in question. 

Senator SAtTonsTALu. It is 5 percent, Senator. 

Senator Corpon. Is there any percentage of Japanese counterpart 
funds dedicated to general administrative expense of the occupying 
forces, military or GARIOA, in. Japan? 

General Hamsien. Not for general administrative expense. For 
reorientation, yes, sir; for general administrative, no, sir. 
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Senator SarronsTaLu. I was just going to say this: Colonel, as I see 
this statement, what you are asking for is this. The Ryukyus, you 
say, were cut down by the House, in the stockpiling of materials; and, 
you say, on administrative for Japan and the Ryukyus, the House is 
cutting you too fast, it is cutting you below 50 percent in the Ryukyus 
and below 379 personnel in Japan; and then you say you have re- 
quested 8,000 Japanese students and the House has cut you so low 
you cannot get them. 

Mr. SHACKELFORD. Senator, out of the 8,000 candidates we screened 
that down to 500 of the best, and then by the House action that 500 
would still be reduced considerably. 

Senator SALTONSTALL. But those are the three areas you want more 
money for; that is, the stockpiling, the administrative, and the 
exchange of students? 

Mr. SHACKELFORD. Yes, sir. 

Senator McCarran. Gentlemen, this is the second quorum call. 
There is a matter of considerable importance on the floor. I think 
the committee should arise and go on the floor. 

General Hamblen, since you were interrupted in the early part of 
your statement, your entire statement will be inserted in the record 
at this point, together with the dispatch from General Ridgway. 

(The statement and the dispatch referred to are as follows:) 


STaTEMENT orf Bric. Gen. A. L. HAMBLEN, SpeciaL AssIsTANT FoR OccuPIED 
AREAS, OFFICE OF THE SECRETARY OF THE ARMY 


Mr. Chairman and gentlemen: You have before you the revised detailed justi- 
fication of the Department of the Army’s appropriation request for ‘Government 
and relief in occupied areas for the fiscal year 1952.’’ Funds are requested for the 
support of reorientation activities in the Ryukyu Islands and Japan, for admin- 
istrative costs incident to these and other occupation responsibilities, and to con- 
tinue economic aid to the Ryukyus only. 

The Congress in fiscal year 1951 appropriated $288,000,000 for government and 
relief in occupied areas. The Department of the Army’s request for GARIOA 
funds for fiscal year 1952 is, however, limited to $27 million. This $27 million 
request reflects a sharp reduction from the costs of these same activities in fiscal 
years 1950 and 1951. In fiscal year 1950, a total of $69.2 million was expended 
on those programs for which we are requesting funds this year, and in the fiscal 
year 1951 a total $55.6 million was programed for these purposes. Therefore, 
the reduction for these continuing programs in the period of fiscal year 1950 to 
fiscal year 1952 amounts to $42.2 million, which is approximately 51 percent over 
the 3-year period. 

The reduction in the requirement for GARIOA funds has been due to a variety 
of factors, the most important of which are: 

1, The completion of the GARIOA Okinawa construction program.—The GARIOA 
portion of the integrated construction program on Okinawa includes projects 
which are required for the present and future development of the Ryukyuan 
economy and which incidentally service the needs of the occupation forces. These 

rojects which were approved 2 years ago cover rehabilitation of the harbor at 
Naha, the native fishing fleet basin in Tomari Bay, erection of warehouses, 
construction of 200 houses, and rehabilitation of 438 typhoon-damaged Quonsets 
for United States personnel engaged in civil administration functions and their 
dependents, repair and widening of primary and secondary roads, rehabilitation 
of the water supply system at Naha, construction of a power plant and develop- 
ment of the electrical power distribution system onl construction of certain 


buildings for United States civil administration (military government) purposes. 

Slightly under $18 million was obligated for the program in fiscal year 1950, 
and $12% million was obligated in fiscal year 1951. rom the United States 
viewpoint a major portion of these funds did. double duty. Since Japanese labor 
and materials were largely used, Japan earned the dollars expended and thereby 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 117 


increased her dollar balance without the United States appropriating unearned 
funds for that purpose. 

The war in Korea has resulted both in a delay in the completion of the con- 
struction program on Okinawa and in an increase in the cost. Material thought 
to be available for the Ryukyus had to be sent to Korea for operational needs. 
By the time replacements could be purchased prices had risen. In spite of the 
continuing delays in obtaining materials, it is expected that the GARIOA portion 
of the construction program will be completed by the end of fiscal year 1952 at a 
cost during that year of only the $2.7 million included in this request. 

2. Increased dollar earnings in the Ryukyus.—Totat earnings for the Ryukyus 
in the fiscat year 1951 reached approximately $14.1 million, and will be further 
increased in fiscal vear 1952 to about $16 million. Most of these earnings are 
derived from the Army, Air Force, and GARIOA construction programs in the 
Ryukyus, and from occupational expenditures of the United States military 
forces stationed there. Earnings from construction work will continue at current 
high levels for at least 18 months, and the occupational revenue will remain high 
as long as we have a need for stationing troops in that area. Commodity exports 
from the Ryukyus, although still small in relation to foreign exchange needs, are 
steadily increasing, and for fiscal year 1952, exports should total about $2 million. 

3. Reduced rehabilitation needs in the Ryukyus.—Many schools, hospitals, 
public utilities, roads, dock and harbor facilities, and other installations damaged 
or destroyed by war have been or are soon to be restored to prewar standards. 
This is reflected in reduced needs for United States financial assistance and in- 
creased availability of goods and services for the Ryukyuan people. A great deal 
remains to be done, however, before community facilities and small industrial 
concerns are rehabilitated to the standard required for a maximum degree of 
self-support. 

4. Decrease in the staff requirements of SCAP.—This reduction reflects both the 
initiation of partial pay-as-you-go in Japan, which by eliminating economic aid 
will reduce somewhat the need for personnel, and a lessened requirement for 
personnel due to the transfer of responsibilities to the Japanese in anticipation of 
an early peace treaty. It must be remembered, however, that the bulk of SCAP 
employees were and continue to be engaged in activities the significance of which 
is not affected by the termination of economic aid; that certain responsibilities of 
SCAP are mandatory until a treaty becomes effective; other activities will con- 
tinue to be performed by some United States agency even after the treaty; and 
that preparation for the treaty itself has placed new burdens on the staff. The 
average number of man-years civilian employment in Japan has been reduced 
from 2,436 in fiscal year 1950 to 1,598 in fiscal year 1951 and will be further 
reduced to 570 (including 122 man-years of terminal leave) during fiscal year 1952. 
This figure for the average number of man-years of civilian employment will 
require that actual strength drop from 704 at the start of fiscal year 1952 to 379 
well before the end of the fiscal year. This is considered the irreducible minimum 
with which SCAP can carry out his essential functions as they will exist up to 
the time of a peace treaty with Japan. 

I believe that we may consider that Allied occupation of Japan has been a success. 
However, these next few months prior to the coming into force of the peace treaty 
are critical months. Unless we retain our economic and fiscal controls and are 
able to assure by close supervision that our policies are implemented there exists 
a real possibility that much of our success could be lost. To assure this control 
and supervision it is necessary that SCAP headquarters be held at an effective 
strength until our responsibility ceases. In our estimates we have cut this 
supervisory staff tothe bone. To cut it further could easily result in false economy 
in the long run. 

One other factor exists which makes it desirable to proceed cautiously in 
reducing personnel. The United States is vitally concerned that there shall be 
no tarffic of strategic materials into communistic territories. Under SCAP 
supervision the Japanese Government has conformed with United States practices 
in this respect. This has been possible because of the close contact by SCAP 
headquarters with the United States control officials on the one hand and the 
Japanese control machinery on the other. 

At the risk of repetition I would like to stress that while we are constantly 
seeking to find ways to reduce personnel there comes a time when further reduc- 
tion so nullifies a program that it becomes ineffective, and we place false reliance 
on the effectiveness of controls and supervision which does not in fact exist. 

I should like now to discuss the budget estimates for each area. 
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RYUKYU ISLANDS 


Of the $27 million being requested for fiscal year 1952, $18 million is for the 
Ryukyu Islands, $15 million of which is for economic aid. The economic-ai: 
requirement represents a very sharp reduction from the program for fiscal year 
1950 of $47.2 million and for fiscal year 1951 of $36.9 million. This comparison, 
moreover, does not fully reflect the quantitative reduction, since import prices 
have increased sharply during the past year. In making our estimates for the 
1952 program, we ‘ie assumed that prices of commodities imported by the 
Ryukyus—most of which come from Japan—will be about 20 percent higher than 
they were in June 1950. 

It is significant also that the Ryukyuans are assuming an increasing proportion 
of the total costs of imports. In fiscal year 1950, the Ryukyuans paid for less 
than 10 percent of their imports. Commercial procurement (non-GARIOA) is 
running about 21 percent of total imports in the current year, and it is expected 
to exceed 50 percent in fiscal year 1952. 

In spite of the impressive record to date, it is not possible to forecast the com- 
plete elimination of the need for United States financial aid in the foreseeable 
future. Many of the major factors responsible for past reductions in aid have 
about rua their course. The GARIOA portion of the integrated military/military 
government construction program is nearly completed. The balance of the aid 
program is made up largely of items of a recurring type which must be financed 
with United States dollais annually from some source. With the sapering off 
of the military-construction program, earnings of the Ryukyuan economy from 
construction work will also be reduced. Since it is extremely doubtful that com- 
mercial exports from the Ryukyus can be increased enough to offset the decrease 
in construction earnings, the principal source of further reductions in the United 
States contribution must be at in expanded earnings through sales of goods 
and services to the occupation forces. "These sources of earnings are expansible, 
but will develop slowiy and may not be at any time adequate to bring the foreign 
exchange accounts into balance. 

It is difficult to escape the conclusion that the Ryukyus will need some external 
financial assistance for some time to come. The records show that the Ryu- 
kyuans obtained considerable assistance from Japan be‘ore the war, and some 
industries were kept operating there, even though economically unsound, in 
order to help build the Japanese war machine. Obviously, Japan did not hold 
the Ryukyu Islands out of pure economic considerations, but considered its 
strategic location and marginal economic potentialities worth the price of con- 
tinued subsidization. 

More than a year ago the Secretary of State declared that ‘the Ryukyu Islands 
are essential parts of the defense perimeter in the Pacific, and must and will 
be held. Not only are the Ryukyus important to the defense effort because 
of their strategic location, but the good will of the Ryukyuan people is essential! 
to us so long as our troops are stationed among them. It is not only out of 
humanitarian considerations that we are compelled to help these people, but from 
a purely selfish point of view, it is important that we keep them healthy and 
friendly for the security of our troops stationed there. 

In dollar terms, the importance of economic aid to the Ryukyus exceeds by far 
that of the reorientation program. In terms of the relative significance of the 
programs, however, we feel that the reorientation activities are of at least equal 
importance to the more costly economie programs. The Ryukyuans have been 
under the domination of the Japanese for generations; and, consequently, have 
not developed the leadership ability needed to govern themselves. Our reorienta- 
tion program in the Ryukyus is designed to develop such leadership, and to orient 
it and the people at large toward democratic ideals and concepts. It is hoped that 
the persons now being educated under the auspices of the United States Govern- 
ee eee fill the void left by the removal of the Japanese from control of the 
isiands., 

It will be necessary to continue the employment of American civilians in the 
administration of the GARIOA program and other occupation activities in the 
Ryukyus for several years. The $2,125,000 being requested for pay and trave! 
of civilians and incidental operating expenses in the Ryukyus is approximately 
14 percent less than similar costs in the fiscal year just ending and provides for 
315 positions with an average of 284 man-years of employment. Further reduc- 
tions are expected to be possible in subsequent years as a result of the assumption 
of present military government functions by the recently formed gunto govern- 
ments, and the even more recently established provisional central government. 
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JAPAN 


As I have previously indicated, no economic aid is requested for Japan since 
the funds from military appropriations in that area are expected to offset the 
need for such funds. It is of paramount importance, however, that funds be 
appropriated for the reorientation program in Japan. Japan is the center, 
strategically and economically, of our Asiatic position. It is imperative that 
the 80 million Japanese and their industrial resources continue to stand with 
the non-Communist world. Without an imaginative reeducation and reorienta- 
tion program, our political and cultural accomplishments in Japan may be seri- 
ously weakened. The administrative costs of SCAP have been progressively 
decreased as the Japanese assume administrative responsibility for more and 
more of their own economic and political affairs. As mentioned earlier an aver- 
age of 2,436 civilians were employed by SCAP in fiscal year 1950 as compared 
to an estimated 673 average during fiscal year 1952. The sharp reduction planned 
for fiseal year 1952 reflects the declining workload expected as a result of the 
termination of economic aid and the more rapid transfer of detailed administra- 
tion to the Japanese in step with their capabilities and in anticipation of an 
early peace treaty. In assessing the remaining requirement, it must again be 
stressed that only a relatively small proportion of the total workload of the 
SCAP staff was directly attributable to the economic aid program; that many 
SCAP functions cannot be terminated as long as our occupational responsibilities 
exist; and some will continue beyond that time (although probably under dif- 
ferent auspices); and that negotiations toward the treaty itself have added new 
burdens to those still retained. 


OFFICE FOR OCCUPIED AREAS 


The balance of the fiscal year 1952 request relates to administrative costs for the 
Office for Occupied Areas and Trieste. Approximately one-third of the Office for 
Occupied Areas administrative costs are for the New York field office which handles 
certain phases of the reorientation program for both the Ryukyu Islands and 
Japan. The branch of the Office for Occupied Areas which administers the 
GARIOA program has been sharply reduced. It will be necessary to maintain a 
staff of sufficient size and experience to supervise this program and to backstop 
those activities and responsibilities which will continue undiminished until there 
is — with Japan. At that time we plan to make a further reduction 
in the staff. 

The Office for Occupied Areas has been reduced from a strength on July 1, 1950, 
of 52 military personnel and 180 civilian personnel to a present strength of 44 mili- 
tary personnel and 109 civilian personnel. This office is the focal point of all civil 
affairs activities in the occupied areas and the clearing house on overseas opera- 
tions for other United States governmental departments. In addition to its nor- 
mal routine and divergent responsibilities which impinge on practically every 
phase of governmental activity, it is currently active in assuring that the controls 
and supervision which are essential for SCAP to retain in Japan in the interests of 
the United States are effective as long as the United States has its occupational 
responsibilities. Secondly, with the wide range of controls now exercised over 
United States strategic materials we are engaged in securing a proper allocation of 
these materials so that Japan may be in a position to furnish certain supplies and 
equipment for our forees in the Far East, and where allocations are available for 
civilian use that Japan receives her minimum essential requirements. Until 
Japan can establish her normal diplomatic and commercial representation on the 
finalization of the peace treaty, all these duties remain incumbent on this office. 

To do this job requires skilled and trained personnel. To reduce the strength 
appreciably below the budgeted strength would greatly endanger its usefulness. 
So long as the responsibility continues the necessary tools to do the job should 
be made available. 

With every expectation that the Japanese peace treaty will become effective 
prior to the close of fiscal year 1952, I believe that, to resort to a sporting phrase, 
we should not run the chance of losing the ball game when the score is in our 
favor in the seventh inning. 

In its consideration of this request for GARIOA funds it is hoped that the 
committee will take notice of the fact that in conformity with stop-gap legislation 
we have been authorized to obligate on the assumption that our appropriation 
for fiseal year 1952 would be the $27 million for which request is made. Ap- 
preciable cuts now, particularly in personnel funds would require an even more 
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drastic reduction in personnel than would have been required if the cut could 
have been spread over the full year. 


TRIESTE 


There is no significant change in our requirements in Trieste. 





From: CINCFE Tokyo, Japan, Sgd. Ridgway. 
To: Deptar. Wash., D. C., for Assistant Secretary Johnson, 
No.: C-69703. 270510Z Ave. 51 


I am seriously concerned with the possible effects of the reductions imposed by 
the House of Representatives on my request for GARIOA funds for fiscal year 
1952. 

The military installations in the Ryukyus and particularly the air bases on 
Okinawa are of great importance to the accomplishment of my mission. Their 
continued availability at maximum potential depends upon a healthy and coopera- 
tive population. The lack of resources and the war devastation in the Ryukyu 
Islands require economic aid for the prevention of disease and unrest and to 
facilitate progress toward a greater degree of self-sufficiency. The lack of ex- 
perience of the Ryukyuans in executive and administrative positions in economic 
and political affairs requires a considerable American staff to establish a govern- 
mental and economic structure in the Ryukyus based on democratic principles 
and to supervise its initial operation in addition to insuring reasonable performance 
and accomplishment for dollar expenditures. 

The failure to provide adequate economic aid and particularly at this stage to 
so drastically reduce the American supervisory staff may well result in the cessa- 
tion of progress toward a self-supporting economy and retrogression in democratic 
political and economic development. This in turn would necessitate increased 
future expenditures for aid and for security forces to protect our military installa- 
tions and preserve their capabilities. 

Reductions applied to funds requested in Japan will necessitate program curtail- 
ments in areas of continuing interest to the United States, particularly in the 
interchange of persons program. This program, through which the United States 
shares its cultural resources with the potential leaders of new Japan, has been and 
will continue to be, of the greatest significance in the promotion of closer ties 
between Japan and the free democracies. Curtailment of the program at this 
critical time appears to me most inopportune. 


By order of the chairman, the committee will stand in recess until 
10:30 o’clock tomorrow morning. 
(Whereupon, at 12:20 p. m. Tuesday, August 28, 1951, the com- 


mittee was recessed to reconvene at 10:30 a. m. Wednesday, August 
29, 1951.) 








